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The Financing of British Rearmament 


_ The acceleration of defense efforts 
throughout the Western world since the 
outbreak of the Korean war has had im- 
portant repercussions on the British eco- 
nomy. As in other countries, the develop- 


ments of the past year have tended to 


increase inflationary pressures and are 
expected to affect adversely the country's 
balance of payments. This article will 
discuss the impact of these developments 
on Britain’s domestic economy, giving 
particular emphasis to the government’s 
proposed budget for 1951-52, under which 
the new defense program announced by 
Prime Minister Attlee last January is to 


be carried forward, Another article in a 


subsequent issue of this Review will dis- 
cuss the implications of these develop- 
ments for Britain’s international economic 
position. 

The adoption of the new defense pro- 
gram, which calls for the expenditure of 
4,700 million pounds during the next three 


fiscal years, has brought about a major 
change in the’ government’s financial 
position. While the budgetary accounts 


‘have shown substantial over-all surpluses 


during the last three fiscal svears—the 


surplus in the past year was 247 million 
‘pounds—Chancellor of the Exchequer Gait- | 


skell has estimated that in the year end- 
ine next March 31 the budget will run a 
deticit of 547 million, as shown in Table 
I, Government expenditures are expected 
to expand by almost 1,000 million pounds to 
4,777 million, or to about 33 per cent of the 
estimated 1951 gross national product, 
as against 28 per cent last year. Defense 
expenditures alone (including strategic 
stockpiling and the defense functions of 
the Ministry of Supply) are to increase by 
636 million pounds to 1,417 million, equi- 
valent- to about 10 per cent of the esti- 
mated gross national product, or about 
the same proportion as is currently being 
expended for defense by the United States. 


Table I—United Kingdom Central Government Revenue and Expenditure 
(In millions of pounds; fiscal year ended March 31) 


Item. 


Receipts : 
Ordinary revenue 
‘*Below the line’ receipts 


Expenditure : 
Ordinary expenditure 


Surplus (-|-) or deficit (—): 
Ordi 


inary revenue and expenditure ...:...... 
Total revenue and expenditure ............. 


Source: 


The proposed budget contains no impor- 


tant expenditure cuts to offset the large 


increase for defense. Social welfare »x- 
penditures continue upward, although thc 
rise this year has been held to a very 
moderate sum, Small increases in pensions 
and other allowances are granted to old 
people and others least able to bear the 
impact of rising prices. At the. same time, 
however, the government has adopted 
measures to postpone the age at which 


@ 


1951-52 estimates on basis of 1950-51 
1951-52 1950-51 Original 
taxes taxes Actual estimate 
4,236 4,098 3,987 3,898 
84 84 713 70 
4,320 4,182 4,051 3,968 
4,197 4,197 3,258 8,455 
580 580 546 520 
4,777 4,777 3,804 3.975 
-|- 39 99 -|-720 ~i-443 
595 -|-247 g 


United Kingdom Treasury, Financial Statement (1951-52). 


both men and women retire from the labor 


force, and, in a move to limit the rising 


cost of the health service, has decided to 
impose a fee to cover part of the cost 
of. artificial teeth and spectacles. Food 
subsidies, moreover, .are to remain un- 


changed at the 1950-51 level of 410 mil- 


lion, which means that the cost of living 
will, receive the full impact of the rise 
in import. prices. 


revenues, 


‘consumers’ durable goods, 
raise an additional 61 million; and an~ 
-inerease to 50 per cent from 30 per cent 


Less than one third of the inerease in 
expenditures is to be offset by higher 
which are expected to yield 
4,320 million pounds, an increase of 269 
million pounds over actual revenues of 
4,051 million in 1950-51. The anticipated 


revenue increase is attributable in 
roughly equal proportions to _ the 
scheduled increases’ in tax _ rates, 


and to the prospective expansion of the 
national income. Personal and corporate 
income tax rates are to be raised by a 
half shilling on the pound; a cut in the 
top rate of the surtax will result in no 
change in the tax burden of those in the 
top surtax bracket, however, while the 
eoncession of larger deductions for de- 
pendents will actually redyce the tax 
load carried by many individuals in the 
lower income tax range. Taken together, 
these changes in the income tax are 
expected to increase income tax collec- 
tions by 73 million pounds in the current 
fiscal year, Higher customs and excise 
taxes, particularly on gasoline, new ears, 
are to 


in the tax on distributed profits is ex- 
pected to yield. 5 million. 

The government’s revenue proposals are 
accompanied by a number of: measures 


designed to curb tax evasion. Perhaps — 


the most important of these would forbid 
any British company to transfer its own 
residence abroad or to permit any over- 
seas firm controlled by it to issue or 
transfer any stocks or bonds except with 
Treasury approval. Another proposal to 
curb tax evasion would grant the Trea- 
sury authority to require banks and dis- 
count houses to supply the names and 
addresses of individuals who have re- 
ceived interest payments of £15 or more, 


before tax, in any specified year. Critics — 


of this measure have observed that the 
number of personal deposits averaging 
£3,000 or more (thus yielding £15 at 4 
per cent) is probably relatively small, and 
have accordingly raised the question as 
to whether the gain to the Treasury would 
sufficiently compensate for the additional 
administrative burden that would thug 
be thrust on the banking system. 


In appraising the possible 


implications of the budget, Mr Gaitskell 


¢ 

*e 


226 


FAR EASTERN ECONOMIC REVIEW 


August 23 


pointed out that the prospective shift 
trom an over-all surplus ot 247 million 
pounds to an over-ali deficit of 457 mil- 
lion did not provide a true measure of 
the deterioration 
financial position, 
estimates include projected 


Thus, the budgetary 
outlays for 


stockpiling and other capital items which, 


for purposes of analyzing the budget’s 
inflavlionary significance, should be con- 
sidered as a part of over-all national in- 
vestment instead of current governmental 
expenditure. After excluding’ these 
capital items from his budgetary esti- 
mates, Mr Gaitskell estimated that the 
net deterioration in the government’s 
financial position (after allowance tor the 
taxavlon) would approximate 340 
million pounds. 

‘he 1usiationary impact of this adverse 
shitt in the government’s financial posi- 
tion will, according to Mr. Gaitskell’s 
estimates, be fully absorbed by a decline 
in toreign investment and by a rise in 
business savings. in eftect, the public is 


in the government’s — 


order to make room for the heavier. finan- 


cial requirements of the government. 
Much of the compensating adjustment 


on the investment side is to be effected 


through changes in Britain’s interna- 
tional balance of payments, Thus, the 
balance-of-payments surplus on _ current 
account in the last financial year, pro- 
visionally estimated at million 
pounds, represented net foreign invest- 
ment; the Chancellor estimates that this 


investment will be eliminated in 1951-52, 


Domestic investment by private indi- 
viduais and firms is also expected to de- 
cline substantially in  1lyoal-dz. The 
Treasury has instructed the Capital 1Is- 
sues Committee and the banks to curb 
capital outiays not considered essential 
for defense and foreign trade purposes, 
and Mr. Gaitskell has expressed the hope 
that the recent rise in interest rates (see 
Table 11) will also have a restraining 
infiuence. With a view to limiting pri- 


vate investment next year and there- . 


government’s intention to suspend, as of 
Aprii 6, 1952, the initial depreciation 


allowance for income tax and profits tax 


purposes of 40 per cent on plant and 
machinery and of 10 per cent on indus- 
trial buildings, mines, and: oil wells; this 
change wouid not attect ordinary annual 
depreciation charges, which would con- 


tinue to be deductible from gross taxable 


income and profits as before. .Mr Gaits- 
hell stated that the year’s grace was 
given in consideration of the time that 
industry would need to adjust. its invest- 
ment plans; the government has _ subse- 
quently indicated that this grace period 
might be extended for the shipbuilding 
industry, whose investment plans neces- 
sarily reach far into the future. These 
measures to restrain private domestic in- 
vestment are expected to offset all but 
3U million pounds of the projected in- 
creases in domestic investment by the 
central government. On balance, over- 
all investment—both foreign and ‘domes- 
tic—is expected to decline by 170 million 


expected to invest less and save more in after, the Chancellor also announced the pounds, 
“Table I—British Economic Indicators 
Industrial supply, end interest , Retained Export Import Wholesale Retail Wage 
Year or month production of period rates Exports imports prices prices prices prices rates 
Inpilions _ | June 17, June 20, 
1946—100 ot pounds Per cent 1947 —100 1950— 100 1938—100 1947—1uv 1947—100 
121 3.21 127 106 92° . 83* 216 108 106 
140 5.28 3.54 162 114 100 100 269 114 lll 
140 5.22 3.53) | (107 119 296 117 116 
am 150. 5.05 3.04). 160 120 (109 125 301 118 116 
151p 5.13 3.38 182p n.a. 3 115 136 314 1z1 118 
n.a. n.a. 3.817 n.a. 118 142 124 nea. 
n.a. Not available. p._ Provisional. * Estimated; not strictly comparable with rest of series, + May 30. 
Ceutrai Statistical Office, monthly Digest of Statistics, May 1951; The Kconomist, Records and a, June 2, 1951; International Mone- 


pource: 


So far as savings are concerned, Mr. 
Gaitskell estimates that business sav- 
ings will rise 200 million pounds above 
the level of the fiscal year 1950-51. Cor- 
porations and other business enterprises 
are expected to increase substantially the 
amounts that are put aside to cover de- 
preciation of capital, to provide for fu- 
ture tax payments on currently earned 
profits, and as free reserves. In this 
connection, the Chancellor estimated 
that, by putting a damper on dividends, 
the increase in the tax on distributed 
profits would raise corporate savings 
some 30 million. In view of the rising 
cost of living, on the other hand, per- 
sonal savings were not expected to show 
-any inerease. Moreover, the savings of 
local authorities and social insurance 
funds are expected to decline by 15 mil- 
lion pounds. 

On balance, the anticipated 
crease in savings, i.e., 185 million pounds, 
in combination with the expected decline 
in investment of 170 million pounds ag- 
gregate 355 million pounds, or somewhat 
more than the prospective deterioration 
in the government’s financial position. 
Ga the basis of these estimates, Mr. 
Gaitskell concluded that over-all saving 
would be adequate to finance over-all 
investment, and that, despite the large 
change in the government’s budgetary 
position, additional inflationary pressure 


- apart from the impact of rising import | 


pricess-could be avoided. 


“Particularly important 


net 


tary Fund, International Financial Statistics, May 


Mr. Gaitskell’s first budget has been 
wideiy ciscussed British financial 
circles, and searching questions have 
been raised about the economic forecasts 
on which it is based (see Table III). 
is the forecast 
that industrial production in 1951 can 
be maintained at approximately the level 
attained in the final quarter of last year, 


or about 4 per cent above the 1950 aver- 


Critics have been quick to observe 
Sur- 


age. 
that the government’s Economic 


vey for 1951 itself stated that. Britain | 


could not count on getting the raw mate- 
rials to support such a level of produe- 
tion, During the first quarter of this 
year, indeed, industrial output fell slight- 
ly below the Chancellor’s goal, as Table 
II indicates. 


Table I1I—United Kingdom Gross National Product and Expenditure 
(In millions of pounds) 


Forecast for 1951 1950 
As forecast 
in Economic . 
Item Atcurrent At1950 Survey 1949, 
prices prices Actual _ for 1950 ee actual 
Gross national product .........++. 14,500 13,897 13,572 13,346 12,933 
Balance-of-payments surplus or 
i- 100a — 145ab — 229 — 60 — 30. 
Disposable product 14,600 13,752 __ 18,343 13,295 12,903 
National expenditure: | 
Gross domestic investment ........ 2,415a 2,336ab 2.277 2,435 2,297 
Government current expenditure on 
goods and services ...........++:. 2,510 2,425 2,025 2,220 2,089. 
Personal consumption 9,675 8.991 9,041 8.640 8,567 
Total domestic expenditure .... 14,600 13,752 13,343 13,295 12,903 


a. Includes strategic stockpiling. 
b. Partly estimated. 


urce: Economic Survey Pg 1950 (Cmd. 7915), page 20; and Economic Survey for ee 


So 
(Cmd. 8195), pages 34, 38, and 


British observers have also questioned 
whether the government has not been 
somewhat optimistic in estimating that 
the balance of payments will change from 
a 200 million pound surplus on current 


account in 1956-51 to a deficit of only | 


about 130 million in 1951-52, Realiza- 
tion of the government’s forecasts will 
require, according to the Economic 
Survey, not only an 18 per cent rise in 


‘ 


. 
| 
| | 


the 1950 average, while 


resources for defense purposes. 


1951 
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The United States: Defense Program in Transition 


At the conclusion of the first year of 
the Korean war, the USA finds itself 
experiencing a lull following the initial 
period of strong inflationary pressures, 
it just completed a year of preparation 
fof large-scale defense production, but 
throughout this period the economy has 
—to a far greater extent than was gen- 
erally expected—been dominated by 
changes in civilian demand, rather than 
by the defense program itself. Defense 
activity has not yet made great demands 
on materials and manpower, since the 
major emphasis thus far has been on the 
planning of requirements, the letting of 
contracts, and the preparation of faci- 
lities. In the months ahead, so long as 
there is no reversal of present plans for 


rearming, output of defense goods and 


capital equipment will claim an increas- 
ingly important share of -the nation’s 
productive capacity. Renewed inflation- 
ary pressures growing out of” increasing 
diversion of production to defense pur- 
poses, coupled with a rising volume of 
consumer income, are generally antici- 
pated over the next year. . 

The pause in the general advance dur- 
ing recent months has, however, been a 
helpful and welcome interruption. 
production, and prices have leveled off, 


ings, prices for future 


Sales,: 


or in some cases have receded some- 
what. Prices, at all levels of distribu- 
tion, have remained fairly stable or de- 
clined since early spring. Retailers, 
with stocks high and sales lagging, have 
found intensified promotional measures 
necessary to stimulate the interest of 
consumers, who earlier this year were 
more than eager to buy. Materials 
restrictions and reduced demand have 
caused some cutbacks in consumer goods 


production, tending to offset the gradual 


rise in output of goods for the defense 
effort and related programs. 

The leveling off in prices may, to some 
extent, be attributed to the influence of 
price controls. But the tenor of the 
markets in the last few months has in- 
dicated that’ a softening in the’ demand 
for goods has been of fundamental im- 
portance in keeping most prices within 
the controlled limits. There have been 
few. cases reported thus far in which 
demand has been so intense as to give 


-rise to large-scale black markets. In 


fact, prices of a number of basic com- 
modities have receded from their ceil- 
delivery have 
dropped even more markedly, and at the 


. retail level price cuts, rather than black 
markets, are making the headlines. Even 


export prices over 1950 and a 5 per cent 
increase in the physical volume of Bri- 
tain’s exports, but also a limitation of 
the import price rise to no more than 
28 per cent. Actually, import prices in 
May had already risen 42 per cent above 
export prces 
were up only 18 per cent. In contrast 
to the seasonal pattern of recent years, 
moreover, the physical volume of exports 
in the first quarter of this year dropped 
slightly below the 1950 average. Whe- 
ther labor shortages and booming raw 
materiale prices, as well as the pressure 
cf expanding defense’ and civilian de- 
mand, will vitiate the 


etill a moot point, oe 

Tn formulating his budget, Mr Gaits- 
kell also assumed that personal incomes 
would increase more slowly than the cost 
cf living, and that the volume of per- 
sonal consumption would consequently 
fall in 1951, thus releasing productive 


were signs during the first four months 
of 1951 that this expectation was being 
realized, although most of the pinch seems 
to have been felt by salaried individuals 
and pensioners whose incomes normally 
rise relatively slowly in inflationary 
periods; on the other hand, wage rates 
since last September seem to have been 
keeping pace with the rise in retail 
prices. 
Economic forecasts are naturally sub- 
ject to wide margins of error, and Mr. 
Gaitskell to have made extensive 
allowances for the unexpected in pre- 
paring his budget. Thus, estimates of 
forthcoming revenue appear relatively 
conservative, while those on the expen- 


government’s 
balance-of-payments forecast is therefore 


There 


diture side may well overstate the 
amounts that -will actually be spent. Al- 
though an increase in the gross national 
product of over 900 million pounds had 
been officially forecast (see Table III), 
the Treasury has caleulated that re- 
venues on the basis of 1950-51 tax rates 
would rise only 131 million pounds, or 
by 14 per cent of the rise in the gross 
national product. In view of Britain’s 
high tax rates (27 per cent vf personal 


incomes was collected in taxes in 1950), 
it would not be surprising if revenue. 


actually rose somewhat more than has 
been estimated, 

As to expenditures, inevitable delays 
in getting the defense program under 
way, such as the difficulties in the con- 
version of industry and in the negotia- 
tion of contracts that have developed 
in the United States, may well occur, 


and it is therefore possible that not all 


the funds already appropriated for de- 
fense will actually be paid out of the 
Exchequer before the end of the current 
fiscal year. Moreover, the government 
has ineluded in its estimates 160 million 
pounds for defense that Parliament has 
not yet been asked to appropriate. 
Should delays be experienced in expend- 
ing the funds already granted, or should 
the country experience serious inflation- 
ary difficulties, the request for these 
additional funds may not in fact be 
made. It is therefore quite possible 
that the over-all budget deficit. may run 
out to be somewhat smaller than Mr. 
Gaitskell’s forecast of 457 raillion pounds. 
By the same token, however, the govern- 
ment would seem to have left itself room 
for maneuver in case its forecasts of 
the amount of private saving, or of the 
increase in produetion, should prove wide 
of the mark. 


with the reduced supply of beef current- 
ly available, reports have emphasized 
consumer resistance to high ceiling prices 
more than extra-legal sales at 
higher prices, 

The lull in demand has occurred not 
Only at the consumer level but at the 
distributive and industrial levels as well. 
To a considerable extent it represents a 
reaction from the buying spree in which 
both consumers and businessmen indulged 
last summer and again last winter. Fears 
of shortages, lower quality, or higher 
prices then caused consumers to rush to 
the stores, particularly for durable goods. 
Consumers showed great willingness to 
spend a larger share of their incomes, 
to dip into accumulated savings, or even 
to go into debt in order to obtain the 
goods they wanted. Businessmen, too, 
bought heavily. Many dealers had con- 
cluded early in the defense program that 
large inventories would be advanfageous 


still 


in view of the prospects for increased . 


consumer income and greater curtailment 
of civilian goods production later in 1951. 


Their efforts to acquire these stocks were 


accompanied in many instances by ex- 
pansion of bank eredit, and, like con- 


sumer buying, contributed to higher 
prices, 
Meanwhile the nation’s industrial 


plants continued to pour out a far greater 
volume of consumer goods than had been 
considered possible. The military situa- 


tion in Korea improved materially. Con- | 


sumers soon realized that the supply and 
price situation was not worsening as 
much (or as rapidly) as they had origin- 
ally feared, and retail sales slackened off 
appreciably during the spring months. 
Dealers’ stocks piled up despite sharp 
euts in new orders. Often deliveries 
were received on orders which were not 
expected to be filled for a number of 
months. Wholesalers and manufacturers 
also experienced involuntary accumula- 
tion of inventories. As a result, many 
firms, particularly in the consumers’ 
durable goods field, had to liquidate in- 
ventories, in part because of shortages of 
local storage space and sometimes be- 
cause of pressure from the banks to 
shorten doubtful inventory positions, The 
program of voluntary credit restraint 
and recent general measures to restrict 
the availability of bank credit may have 
played a part in stimulating a critical 
surveillance of inventories by the banks 
and theix customers. 

In the New York City area, in parti- 
cular, retailers have tried such devices as 


public auctions and extensive price cut- — 


ting to revive lagging consumer interest. 
The competitive price cutting on mer- 
chandise for which prices were formerly 
fixed by the manufacturers under ‘‘fair- 
trade”? laws has resulted in year-to-year 
ae of as much as 21 per cent in New 

ork City department store sales. The 
buying rush that developed has been 
quite unlike the scare buying of July and 


not from fear of shortages, but because 
desirable merchandise is selling at at- 
tractive prices. The widespread interest 
in the items on sale demonstrates that, 
despite the earlier waves+*of anticipatory 
buying, there is still a sizable backlog 
of demand for these goods—if the prices 


January, however; consumers are buying, | 


| = 
| 
| 
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are attractive. Though the currently 
highly competitive behavior of local 
stores is more typical of a deflationary 
than an inflationary period, the rush of 
consumers to buy indicates that they do 
not expect further general declines in 
ape or even continued bargain prices, 
n addition, the sharp upswing in sales 
offers a reminder that the huge infla- 
tionary potential of high levels of income 
and accumulated savings is still present 
and, as was the case last summer and 
again last winter, a change in consumer 
attitudes can swiftly change the econo- 
mie situation. 

The flow of consumer goods has, up to 
the present, been more than adequate to 


meet the demand, in spite of limitations © 


on the use of scarce materials. For in- 
stance, more than 3 million passenger 
ears rolled off the assembly lines in the 
first half of 1951, one of the largest six- 
month*totals on record. The changes in 
consumer goods output have dominated 
the course of industrial production dur- 
ing the past year, while actual produc- 
tion of defense goods has been rela- 


tively small but growing. Even more. 


ymportant in maintaining the level of 
Output this spring has been the large- 
scale plant and equipment expenditure 
carried out by business for both defense 
and nondefense purposes. These expen- 
-ditures have more than offset in dollar 
volume (and in utilization of manpower) 
the scattered consumer goods cutbacks 
resulting from. slackening in demand, 
materials shortages, and conversion of 
facilities to defense work. Over all, the 
level of industrial production has re- 
mained very stable, advancing only 1 per 
cent from January to May. As defense 
production gathers momentum, an in- 
creasing proportion of civilian goods out- 
put will be displaced. Total defense 
expenditures, which accounted for about 
4% per cent of the total national out- 
put of goods and services before Korea 
and 8 per cent in the first quarter of 
this year, are expected to take about 15 
per cent of the gross national product 
by the end of 1951. 

The large-scale expansion of facilities 
parallels the experience of the early 
stages of World War II. The armament 
program then passed through three phases, 
the dominant characteristic of the first 
phase being shortages of defense pro- 
duction facilities; of the second, short- 
ages of materials; 


shortages of manpower. All parts of the 


present defense program do not progress 


at. the same speed, and there tends to be 
eonsiderable overlapping of these stages 
among various sectors of the economy. 


Nevertheless, the more stringent restric- 


tions on use of scarce materials for non- 
essential purposes scheduled to be im- 
posed in the third and fourth quarters 
of 1951 indicate that most of the economy 
will soon be passing from the first to the 
second phase of the defense program, 
' within little more than a year after the 
program’s inception. The first phase— 
the placing of contracts and the conver- 
sion or tooling up of facilities—is well 
under way, and the additional facilities 


now being built will supplement an al- 


ready strong defense production poten- 
tial. In the months ahead, defense 


and of the third, 
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The Foreign Aid Program of the United States 


At this writing Congress is still strug- 
gling to strike a balance between revenues 
and expenditures in the 1952. fiscal year. 
The deficit, officially estimated at US$10 
billion, presumably will be covered in part 
by another tax increase, the third since 
the Korean war broke out. Tax increases 
are not the best means to hold the budget 
in balance for they are bound to add to 
the upward pressure on prices as well as 
to encroach upon resources and incentives 
for production. Thus Congress, in 
attempting to cut appropriations below 
amounts requested by the President, is 
dealing with the inflation problem in a 
most effective way. It is natural that the 
$814 billion foreign aid program, among 
other requests for money Congress has 
under consideration, should come up for 
careful review, Difficulties with advan- 
cing taxes make this imperative. 

Senator Tom Connally of Texas, edie: 


man of the Foreign Relations Committee, 


put the problem in explosive language 
when, accusing the ECA of ‘‘trying to 
cover the earth’’, he said: 

You fellows who spend all of your time 
spending the government’s money never 
think where the revenues come from. | 

It was in this general environment that 
Secretary of State Acheson, testifying 
before the Senate Foreign Relations Com- 
mittee July 26, disclosed that the current 
request for $81/ billion is only the ‘first 
instalment in a _ proposed long-range 
foreign aid program and mentioned $25 
billion as the sum that would be needed 
for the next three years to provide our 
allies with essential equipment for defense. 
Not until the 1955 fiscal year, he estimat- 


ed, would there be substantial reductions, 
This was a startling and unexpected deve- 
lopment. responsible official had 
previously suggested that foreign military 
aid would. run on such a scale and for so 
extended a period. Only two months ago 
the President properly stated that the 
mutual security program is ‘‘not a pro- 
gram under which we will carry the rest 
of the free world on our backs’’ but is 
‘*founded on the principle of mutual 
effort and the knowledge that we can 
help effectively only those who help them- 
selves,’’ He also said: 

. the mutual security program .is 
designed to taper off as our safety will 
permit. The creation of effective military 
forces in being coupled with increased 
productivity, will make it possible, within 
a few years, for most areas of the free 
world to maintain their defenses and 
sustain their economies without further 
grant assistance from this country. 


Time to Take Stock 

Secretary Acheson’s plans and figures 
thus seem to put a new complexion on the 
foreign aid programs. It is a good time 


_.to take stock of what we have done and are 


planning to do wm this area, 

There are also other circumstances that 
make the present a timely occasion for a 
review of foreign aid programs. The 
current fiscal year, which ends June 30, 
1952, is the scheduled fourth and final 


year of the European Recovery Plan, 


inspired by Secretary Marshall in 1947 
and carried out by the Economic Coopera- 


tion Administration formed for the pur- 


pose. With the extensive recovery in 


goods will be coming off the assembly 
lines in ever-increasing quantities, and 


shortages of raw materials are likely to 


be among industry’s most pressing prob- 
lems. 

The first phase has been much shorter 
in duration than it was in World War II, 
because this time America had a vast 
amount of specialized defense facilities, 
such as shipyards, aircraft factories, and 
ordnance plants, left over from World 
War II. Because of the huge postwar 
expenditures on capital equipment, this 
country’s industrial plant was in far 
better shape in 1950 than in 1940. How- 
ever, the prospects both of. expanded de- 
fense production and of a continued high 
level» of consumer demand have led to 
plans for considerable further expansion 
by private business. In cases where the 
defense program will eventually be aid- 
ed, the Government is encouraging ex- 
pansion by allowing accelerated amortiza- 
tion on new facilities or by allocating 
materials for the manufacture of equip- 
ment. In other cases, where the new 
facilities appear to be less essential, their 


construction is being discouraged through 


both credit restrictions and materials 
controls. The plant and equipment -ex- 
penditures to be made in coming months 
will compete for materials with the out- 
put of consumer goods and the growing 
volume of defense production, For 


-eation in consumer 


example, in order to expand steel produc- 
tion, sizable quantities of steel are re- 
quired, making supplies temporarily even 
tighter until the new facilities come 
into production. When capacity for the 
production of various basic materials 
begins to expand more rapidly than 
defense needs, some of the limitations 
on the use of these materials may be 
eased—provided the defense program 
stays within its present scope — but 
such developments are unlikely for some 
time to come. 

In the interim, however, detenne pro- 
duction and plant expansion are likely 
to cut increasingly into the supply of 
materials available for consumer goods. 
At the same time, output of defense 
materials and capital goods will be gen- 
erating additional consumer income. As 
employment and wages advance, it is 
likely that the demand for consumer 
goods will also rise. Although the large 
current inventories may help to offset 
the decline in output of consumer goods, 
the danger of renewed inflationary pres- 
sures will be steadily increasing. Unless 
there should be a lessening of interna- 
tional tension, with an important modifi- 
and business atti- 
tudes, these pressures can be expected 
to subside only after the economy has 
passed ‘‘over the hump’’ of expanding 
defense output, 


| 


in Europe has 
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European production and the recognized 


threat of renewed inflation that we face, — 


the Administration proposals to continue 
large scale economic aids to Europe, and 
also to accelerate programs fer develop- 
ment of ‘‘underdeveloped’’ areas of the 
world—all on top of growing military 
aids—raise a serious question as to whe- 
ther we are not biting off more than we 
ean chew. 

However great the productive capacity 
of a country, there are limits to what can 
be afforded, The best signals we have when 


government overstrains that capacity are - 


over-taxation, spiralling inflation, break- 
down of productive saving, and loss. of 
gold reserves. When these things came to 
Europe, we stood by to lend a helping 
hand. If these things come to the United 


States, there is no one strong enough to ~ 


intervene and forestall a crisis. 


The $814 Billion Total 

The Administration did not have de- 
tailed foreign aid proposals ready when 
the Federal budget for fiscal ’52 was 
submitted to Congress last January al- 
though military and economic assistance, 
in total, was tentatively scheduled to cost 
$7.1 billion, an increase of $2.7 billion 
over the figure for fiscal ’51. To permit 
these expenditures, the President, in a 
message to Congress May 24, asked for 
$814 billion in new foreign aid appro- 
priations as follows: 


Area 

n 

Middle East and North 

Latin America .......... 22 40 
Administrative expenses 18 = 


The official estimate of money actually 
to be spent in the 1952 fiscal year re- 
mained at $7.1 billion. The table below 
shows this expenditure estimate and its 
major components in the background of 
the various and successive foreign grant 
and loan programs that have been under- 
taken since the wartime ‘‘Lend-Lease’’ 
program was terminated in the autumn of 
1945. 

The biggest current item is the Mutual 
Defense Assistance Program (MDAP), 
launched to support rearmament of the 
Western European nations which have 
associated themselves with the United 
States in the North Atlantic Treaty 
Organization (NATO). Aids given by 
the United States include, besides milli- 
tary forces covered under the $40 billion 
budgeted for national defense, gifts of 
military ‘‘end-items’’ (such as tanks, guns 
and planes) and materials and tools for 
armament production. In this connection 
it needs to be noted that many European 
political leaders have been less apprehen- 
sive of a general war, and rearmament 
been described as six 
months behind .the American schedule. 
Thus, with the possible exception of the 
United Kingdom, defense outlays have 
not yet at least put the pressure on 
European gold and dollar reserves that 
ECA officials were anticipating a year 
ago. One question is whether the longer 
and bigger program of U.S, military aids 
is designed to make up for the reported 


\ 


lagging of the European defense effort. 


Another question is whether the more we 
try to do, the less European nations may 
see the need to do themselves. 

In the case of the United Kingdom, the 
international trade position has become 
less favorable as a result particularly of 
increased imports at sharply advanced 
prices. In a mid-year review of the situa- 
tion, only July 4, Chancellor of the Ex- 
chequer.Gaitskell urged exporters to 
greater efforts in finding foréign markets 
and said that ‘‘if industry feels unable 
to achieve considerable increases, the 
situation will begin to look very serious,’’ 


Loans for Economic Development 


' The $2% billion economic aid, as well 
as the $6% billion military aid. recom- 
mended by the President, would be in 
the form of grants of goods or money. 
Beyond this, he recommends a $1 billion 
increase, from $314 to $4% billion, in the 
lending authority of the Export-Import 
Bank ‘‘in order that full use may be 
made of the opportunities for loans, 
especially to develop strategic materials. ’’ 
At *the close of June, 1951, the Bank had 
outstanding $2,315 million in loans, $686 
milion in undisbursed authorizations, and 
$499 million in uncommitted funds. 


Postwar Expenditures by the U. S. Government for International Finance and Aid 
(In Millions of Dollars) 5. 


Fiscal Years Ended June 30: 


1946 1947 1948 1949 1950 1951 1952* Total 
United Nations Relief and Reha- 
bilitation $ 664 $1,501 $ 25 — $2,458 
Lend-Lease “‘Pipeline’’ and Surplus 
Property Credits .............- 2.248 580 253 AT 3,128 
. Payments to International Mone- | 
tary Fund & Inter. Bankf .... 159 3,226  — 3,385 
Loan te — 2,050 £1,700 — — 3,750 
nment a elief in Occupied | 
Greek-Turkish Assistance ....... — —_ 161 279 121 64 17 642 
Interim Aid to Europe .......... 498 75 —- 578 
Eeonomic Cooperation Administra~ 
tion (mainly European Recovery 
Mutual Defense Assistance Pro- 
Export-Import Bank ............ 568 938 465 —60 45 88 106 2,160 
141 388 349 170 927. . 1165 1,390 
$3.639 $8,950 $4,748 $6,091 $4,656. $4,426 $7.13R $39,648 


* Administration proposals. 


+ Under Bretton Woods Agreements Act of 1945, 
Source: Based on official data published by the U. S. Treasury Department and Clearing 
Office for Foreign Transactions, Department of Commerce. ; 


Developmental loans would represent 
a new direction of emphasis. for the 
Export-Import Bank, which was founded 


to supplement private facilities for financ- 


ing U.S, trade, and establish it as a major 
competitor not only with private capital, 
but with the World Bank. The latter has 
development loans as its prime purpose; 
has been doing a fine job of analyzing 
developmental possibilities, country by 
country; has been and is making loans 
selectively and effectively; and possesses 
ample borrowing power to take on all 
projects that show good promise of being 
able to pay their way out. Development 
is a leng-term process, demanding, be- 
sides patience, a favorable climate for 
enterprise and a receptivity tc new and 
better ways of doing things. The diffi- 
culty with development *is not lack of 
money, but such factors as lack of skills 
to use modern machinery, political in- 
stability, prejudice against foreigners, 
onerous taxation, and arbitrary limits on 
business profits. It is doubtful if the 
American taxpayer should venture, 
through the Export-Import Bank, where 
neither the private capitalist nor the 


‘World Bank has dared to tread. 


/ 


Economic Aids 


The bulk of the military aid would go 
to Europe and the same is true of econo- 
mie grants, though large amounts are 
also programmed for other areas—for 
defense purposes, to raise living stand- 
ards, or to assist economic development. 
Particular doubts have been expressed as 
to the desirability of continuing the ECA 
beyond its scheduled June 30, 1952, ter- 
mination date. The ECA, it will be re- 


called, was set up in 1948 as an indepen- 
dent government agency, with Mr. Paul 
Hoffman as Administrator, to handle the 
funds made available to cooperating Euro- 
pean countries in accordance with a Re- 
covery Plan designed—in the expressive 
words of Mr. Hoffman—‘‘to get Europe 
off our backs.’’ 
While the ECA has been given ancil- 
lary responsibilities in other parts of the 
world, its main sphere of operation has 
been Europe, working with and through 
the Organization for European Economic 
Cooperation (OEEC). The recovery of 
production in participating countries has 
been rapid, especially since the currency 
devaluations of 1949 brought Huropean 
export prices into more realistic relation- 
ship to world market conditions. For this 
achievement the ECA and. the OEEC 
share credit with the individual partici- 
pating countries, especially for activities 
which have added to productive facilities, 
aided in the restoration of confidence in 
money, and lowered barriers to intra- 
European trade. The following table 


shows production gains over prewar for 


Western Europe. 
The increase in production has directly 


enlarged supplies of goo@s for home con- 


sumption and also for export. The en- 
larged earnings from exports, in turn, have 
permitted a freer access to imported goods 
and relieved the necessity for outside 
financial and economic assistance. U. 8. 
Government grants over the past two 
years have been more than enough to cover 
the reduced deficits in European balances 
of payments and thus have served to in: 
crease gold and dollar reserves. For the 
United Kingdom and France, among 
other countries, these reserves were at a 


a! 
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very low ebb during the first years of 
the Program, In fact, near exhaustion 
of reserves—‘‘dollar shortage’’—was the 
proximate cause for undertaking it. 


Western Europe: Recovery of Production 
Calendar Industrial’ Crop Agricultural 


Years Production Years Production 
1988 — 100 Prewar equals 100 
1947-48 .... 865 
87 1948-49 .... 93 
101 1949-50 .... 108° 
115 1950-51 .... 109 
127 : 


1951 1st qtr. 139 


Note: The industrial production index includes 
Great Britain, France, Western Germany, Italy, 
Belgium, The Netherlands, Sweden, Denmark, 
Norway, Ireland, Austria, Greece and Turkey; 
the index of agricultural production includes also 
Switzerland and Portugal. 

Source: Quarterly Reports to Congress of the 
Economic Cooperation Administration. 


Contribution of Congress 

The nations cooperating in the Euro- 
pean Recovery Program have demon- 
strated capacity for self-support which 
in turn has built confidence, restored 
national pride, and strengthened will to 
resist aggression. These worthy’ ends 
have been reached under a program 
Jaunched with the understanding that 
American aid would be extended for four 
years (1948-52) and in diminishing annual 
amounts. The four-year cost of the Euro- 
pean program, when the first year’s ap- 


propriation was passed in May, 1948, was 


estimated by the President’s Committee 
on Foreign Aid at a maximum of $17.2 
billion and a minimum of $12.5 billion. 
The cumulative amount actually spent 
through April 30 of this year was $9.6 
billion. With fourteen months to go, up 
to June 30, 1952, there has been every 
indication that the program could be 
wound up within the minimum $12.5 
billion estimate. 

In a very real way, the U.S. Congress 
has contributed vitally to this successful 
record by its skeptical attitude toward 
requests for funds. Appropriations have 
been made on a year-to-year basis, and 
suggestions to step up the scale of Euro- 
pean aid, or to keep going beyond 1952, 
have been rejected out of hand, With 
the June 30, 1952 dead-line staring ahead, 
European nations were under a practical 
eompulsion to take effective moves to- 


ward self-support., In a statement before | 


the House Foreign Affairs Committee on 
July 10, Mr. William OC. Foster, who 
succeeded Mr. Hoffman as ECA Adminis- 
trator, was able to say: ‘‘The process of 
recovery is now such that we could limit 
dollar assistance to a few special cases 
were it not for the Soviet design to 
subvert and subjugate our allies.’’ 


A Lesson of Experience 


The ECA program clearly has had a 
substantial measure of success. Results 
desired have been achieved, and _ with 
less financial aid than was 
expected at the outset, — 

At the same time, the ECA experience, 
not to mention predecessor aid programs 
has also emphasized dangers. Even with- 
in the reduced appropriations allowed by 
the Congress there has been unnecessary 
waste. Any political loans or grant has 
an uncommon amount of waste as an 


commonly 
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FIVE YEARS OF SOUTH KOREAN STRUGGLE: SEPTEMBER 1945—JUNE 1950 


Korea is a mountainous peninsula, bor- 
dered by Manchuria and Siberia on the 
north, the Sea of Japan on the east, and 
the Yellow Sea on the west. In Septem- 
ber 1945, on the eve of the defeat of 
Japan, the population of the country 
amounted to’ about 26 million persons, of 
which some 16 million lived south of the 
38th Parallel. By June 1950 the popula- 
tion of South Korea, as a result of im- 
migration and natural growth, had in- 
creased to about 20.5 million, whereas the 
population of North Korea is believed 
to have remained approximately 
changed. 

Like other economically underdeveloped 
countries, Korea has a low real income 
per capita, a low average productivity 
(reflecting: the smal] amount of capital 


per worker and backward production 
techniques), and a low rate of voluntary 


saving and capital formation. The 
economy of the country is. primarily 
agricultural, with rice, the basic staple 
of the Korean diet, consistently account- 
ing for over half of the total farm output 
and traditionally constituting the coun- 
try’s major export commodity. Because 
of topographic features, Korea’s agricul- 
ture is concentrated mainly in the area 
south of the 38th Parallel, where over 65 
per cent of the working population is 
engaged in agricultural pursuits. Korea 
is rich in mineral resources, but by far the 
largest and best deposits are located in 
North Korea, which contains most of the 


minerals (notably iron and coal) needed 


in heavy industry. South Korea, how- 
ever, has important deposits of tungsten 


and graphite, as well as minor deposits of — 


anthracite and lignite coal (of poor grade 
and inferior for industrial use) and of 
silver, gold copper, lead and zinc. The 
waters surrounding the peninsula are rich 
in marine life, favoring the development 
of an important marine products industry, 
but most of the best fishing grounds are 
north of the 38th Parallel. <A large part 
of the land area of Korea is forest land, 
but much of the latter, especially in 
South Korea, has been overcut and 
depleted of growing stock. The bulk of 
the country’s electric power generating 
facilities and heavy industry is located in 


North Korea. Until June 1950 at least, 


that part of the country had some of the 
largest and best hydroelectric plants in 


the world, the largest nitrogenous fer-— 


tilizer plant in the Far East, a highly 
developed chemical industry, rolling mills 
and other steel fabricating plants, a 
number of large cement plants, and other 
industrial facilities. On the other hand, 
industrial production has always been of 
only minor importance in the South 
Korean economy, and has chiefly ¢om- 
prised light consumer goods, such as 
textiles, paper, rubber products, hardware 
and pottery, produced in small plants 
and household establishments. 

It is evident from the foregoing that 
there is a basic complementarity between 
the two parts of the Korean peninsula. 
Before September 1945, in fact, the south 
had been dependent upon and obtained 
from the north the bulk or all of its re- 
quirements of fertilizer, bituminous coal, 
hydroelectric power, iron and steel, indus- 
trial chemicals, and wood pulp. In-turn, 


almost inevitable ingredient. Moreover, 
we have, by aiding governments in power, 
taken unto ourselvés a responsibility for 
policies followed by various foreign gov- 
ernments and for postponements of need- 
ful corrections to unsound policies. 

One vital lesson out of. the experience 
is how open-handed grants can distract 
the attention of recipients from the 
fundamentals of economic progress, create 
competition to see who can get the most, 
and make a virtue of improvidence as a 
qualification for aid. Fortunately for 
us, European governments’ universally 
have not succumbed to this temptation. 
Those who have hewn to the straight 
and narrow path of sound finance natural- 
ly have had the least need for aid, 

The $25 billion of foreign military aid 
proposed by Secretary Acheson may have 
its greatest merit as a warning to the 
aggressor of the extent to which at least 
one Administration official would go in 
providing military equipment to friendly 
powers overseas. At the same time we 
must not reckon without the effect upon 
these countries. Responsible people abroad 
express concern over the excessive de- 
mands being made on world supplies of 
raw materials, the dangers of loading big 
military outlays onto swollen peace-time 
budgets, their problems of collecting 
more taxes, and difficulties of reeducat- 
ing people to consider government bonds 


a better investment than gold or other 
material goods. While grateful for our 
help, they get the uneasy feeling that we 
may promise too much, depreciate the 
dollar by giving out too many, open the 
flood-gates of world-wide inflation, and 
do more harm than good by mistaken 
generosity. 

The American people are solidly behind 
the policy of building military and econo- 
mic strength of this country and its allies. 
We should not under-rate the potential 
of these allies—as some of the _ public 
hearings on foreign aid legislation have 
seemed to do. In the past England, 
France, Germany and Italy, among others, 
have shown themselves capable of pro- 
ducing instruments of war second to none. 
The defensive strength that we mutually 


seek cannot be bought with dollar appro- 


priations which promote attitudes of de- 
pendency or threaten to destroy the use- 


fulness of the dollar as an anchor of mone- 


tary stability. That strength must be 
one built out of cooperation among self- 
reliant partners, and around a core of 
sound economic and financial policy. After 
all, the best thing we have to contribute 
to anybody is the example of what free 
enterprise and free individuals can ac- 
complish. 


National City Bank of New York 
(August Monthly Bank Letter) 
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the south provided the north with part 
of its requirements of food and light con- 
sumer goods, | 
The financial structure of Korea is an 
essentially underdeveloped one. There are 
no money markets, capital markets, or 
stock exchanges,* and no really adequate 
facilities for mobilizing current savings 
(limited though they are) and for chan- 
neling them into productive investments. 
Government deficits are financed pre- 
dominantly by recourse to central bank 
eredit. The tax structure, tax collection 
methods, and budgetary accounting proce- 
dures tend to be antiquated by modern 
standards. The use of checks has not 


been developed, and eurrency constitutes 


the medium of exchange for the masses 
of the population. A substantia. fraction 
of the aggregate turnover of goods and 


services does not even involve. the use 
barter 


of money at all, but comprises 
transactions and payments in kind. 

Before September 1945, when the 
Korean financial structure was integrated 
with that of Japan, Korea was serviced 
by a central bank, the Bank of Chosun, 
which had a monopoly of the note issue, 
and by a number of other banking in- 
stitutions (each with extensive branches) 
among which there existed a fair degree 
of specilization of functions, e.g., com- 
mercial banking, long-term financing, 
savings business, and trust business. With 
the separation of Korea from Japan and 
the bisection of the country, however, 
that specialization largely ceased, and 
these various banks, which had their head 
offices in Seoul, were forced to confine 
their activities to commercial banking 
and to South Korea alone. In North 
Korea there was established a new cen- 
tral bank, issuing a new currency, and the 
ecommereial banking system in that part 
of the country was also reorganized. 


The Japanese Occupation 

During 
occupation from 1905 to 1945, Korea had 
served as a colonial dependency exploited 
in the interests of Japan and providing 
that country with needed raw materials, 
foodstuffs, and semi-manufactured goods. 
Korea’s economy and financial system 
were closely integrated into the Japanese 
economic orbit, and its foreign trade, 
eontrolled by Japanese traders was con- 
fined almost entirely to the Japanese 
Empire. Korean industry was geared to 
the requirements of the Japanese economy, 
such as by way of making parts needed 
for the production or assemblage of the 
completed products in Japan; in turn, 
Korean plants were dependent on Japan 
for equipment and repair parts. The 


bulk of the resources and industrial estab- 


lishment of the peninsula was closely con- 
trolled by Japanese interests and exploit- 
ed for their benefit; for example, some 
95 per cent of the total capital invest- 
ment in corporations and partnerships in 
Korea was Japanese-controlled, and 15 
per cent of all farm lands, including the 
best rice land, was owned by Japanese. 
Koreans were given little, if any, chance 
to acquiré technical skills, and had to con- 
tent themselves with tiling the soil, with 
manual labor, and with other unskilled 
and non-managerial tasks, involving cor- 


even more closely integrated 


the forty years of Japanese. 


FAR EASTERN ECONOMIC REVIEW 


~ 


ndingly low standards of living. 
Only a few Koreans were able to achieve 
positions of prominence or responsibility 
in industry, finance or government, such 
positions being monopolized by the 750,- 
000 Japanese in Korea (comprising only 3 
per cent of the population). 
to facilitate the exploitation of the 
peninsula’s resources, the Japanese built 
a fine network of railways, roads and 
other communications, and introduced 
municipal services; they also carried out 
a program, especially in’ the north, of 
capital expenditures and partial industri- 
alization. But Koreans shared in these 
benefits to only a relatively small degree 
and in merely an incidental way. 


Following the outbreak of the Sino- 


Japanese war in 1937, and especially after: 


Pearl Harbor, the Korean economy became 
into the 
Japanese economic nexus and its exploita- 
tion was accelerated in the interests of 
the ever-growing demands of the Japanese 
war machine. Although spared physical 
damage and destruction from bombard- 
ment or hostilities, the Korean economy 
was further disrupted during the war 
years. Factories were shifted to _ the 
production of war materials; the trans- 
portation system and industrial and min- 
ing plant and equipment underwent a 
marked deterioration; raw material stocks 
were rapidly depleted; and soil depletion 
and erosion, as well 4s the drain on tim- 
ber reserves, were accentuated, — 


The American Military Occupation 
When the United States Army took over 
the occupation of South Korea in Septem- 
ber 1945, that area was in a state of vir- 
tual economic collapse, not only because 
of the accumulated effects of forty years 
of Japanese exploitation, but more especi- 
ally because of powerful disruptive forces 
unleashed by the surrender of Japan and 
by the artificial division of the country 
at the 38th Parallel. In the two months 
preceding the arrival of the American 
forces on September 9, 1945, the elabor- 
ate system of price and other direct 
controls maintained during the war by 
the Japanese had broken down completely; 
the money supply had _ approximately 
doubled; and prices had jumped by no less 
than 20 to 25 times. During these two 
months there had also been widespread 
pilfering and wanton destruction of plant 
and equipment. Production and_ trade 
were further disorganized by the break- 
down of administrative machinery and the 
shortage of raw materials and replace- 
ment parts. Manufactured consumers’ 
goods were in acutely short supply and 
factory production was almost at a stands- 
till. Food production was at its lowest 
ebb in years, largely because of the almost 
complete unavailability of chemical 
fertilizers, and was no longer adequate 
to meet domestic needs; formerly a net 
exporter of foodstuffs, South Korea had 
become a food-deficit area. Coal and 
other mines were operating at only a 
trifling fraction of capaeity, The rail- 
road and street railway systems, in a state 
of extreme disrepair, had almost broken 
down entirely. The country’s fishing 
fleet, automotive vehicles, and electrical 
communications were in extremely poor 


In order 


operating condition after years of obsoles- 
The sudden segregation of Korea. 
from the Japanese economic orbit had cut | 


cence. 


off traditional markets and sources of 
supply and had disrupted production, 
while the expulsion of the Japanese left 
the country without skilled technicians, 
management personnel, or civil servants. 
South Korea’s economic difficulties, and 
especially its food shortages, were further 
accentuated by an influx of some two 
million refugees from North Korea and 
repatriates from other Pacific regions. 
Above all, South Korea was dealt a 
critical blow by the sudden bisection of 
the peninsula at the 38th Parallel, which 
destroyed the natural complementarity 
of the predominantly mineral-rich and 
industrial north and the predominantly 
agricultural south, and which all but ended 
economic intercourse between the two 


halves of the peninsula. For a while the 


north continued to furnish the south with 
electric power, but in November 1947 
that supply was cut in half, and in May 


1948 it was shut off entirely. A trifling 


amount of trade between the two zones 
continued until as late as March 1949, 


Confronted with dislocations of such 
magnitude, the United States Military 
Government during its three and a‘ quar- 
ter years of occupation of South Korea 
had to focus its efforts in the economic 
field on preventing starvation, disease and 
unrest among the native population, and 
on merely holding the shattered economy 
together. To accomplish these 
was necessary, not only to import sub- 
stantial quantities of foodstuffs and other 
supplies with American aid, but also to 
help get production and trade under way, 
to restore basic public services, and to 
carry out a limited amount of repair and 
maintenance work on plant and 
ment, No genuine steps were taken, in 
view of limitations of available funds 
and personnel, to reconstruct and deve- 
lop the economy from a longer run point 
of view or to 
structural adjustments; the problem of 
simply keeping the economy going was 
enough to engage the full attention and 
resources of the authorities, 


In the three and one quarter years 
ending December 31, 1948, the United 
States furnished to South Korea, in the 
form of grants under the _ so-called 
GARIOA appropriations (Government and 
Relief in Occupied Areas), aid amounting 
to some $285 million, while an additional 
$25 million of surplus civilian goods was 
made ayailable in the form of a loan from 


the Office of the Foreign Liquidation 
The bulk of the aid consist-. 


Commission. 
ed of imports of foodstuffs, fertilizer, 
clothing, and medical supplies, while a 
smaller part comprised coal, equipment, 
and raw material supplies. This _pro- 
gram of aid made it possible to prevent 
starvation and disease (for example, no 
less than 900,000 metric tons of cereals 
were imported in 1946-48 to supplement in- 
digenous food supplies), to lift agricul- 
tural output and production in general, 
and, more broadly, by adding to avail- 
able resources, to narrow the huge gap 
between domestic requirements and avail- 
abilities. Without that aid, the economy 
of South Korea would surely have col- 
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lapsed, with social and political repercus- 
sions that can only be imagined. 

One of the first actions of Military 
Government was tc vest title in itself to 
all properties in South Korea 
directly or indirectly by the Japanese 
Government and its nationals, In _ this 
way it came into the ownership and con- 
trol of the bulk of the country’s indus- 
trial, commercial, financial, mining and 


transportation enterprises (involving over 


2000 separate enterprises), as well as 15 
per cent of all farm lands, a large number 
of residences, and other properties (in- 
cluding stocks of raw materials, food- 
stuffs, and equipment). The operation of 
certain classes of properties, e.g., rail- 
roads, coal mines, electric power, and 
communications, was turned over directly 
to various government departments, but 
in most cases the management of indivi- 
dual vested enterprises was entrusted to 
private Korean managers or boards of 
directors, accountable to an Office of the 
Property Custodian or to a government 
agency acting on its behalf, but subject to 
differing degrees of official supervision. 
Although it was the intention of Mili- 
tary Government to hold the bulk of the 
vested properties, particularly the proper- 
ties formerly owned by the Japanese Gov- 
ernment itself, in trust for the future Gov- 
ernment of Korea, a modest attempt was 
made to dispose of some of these assets to 
qualified and responsible buyers. Most suc- 
cessful in this respect was the land re- 
distribution program inaugurated in 
March 1948, whereby the bulk of the 
former Japanese-owned farm lands, involv- 
ing over 500,000 farm units, was. sold 
within a short time to the tenant farm- 
ers that actually cultivated these lands, 
with payment to be made over fifteen 
years on the basis of annual payments 
in kind amounting to about 20 per cent 
of farm production. Efforts to sell in- 
dustrial, commercial and other enter- 
prises, however, met with little response, 
largely because of the lack of an existing 
or potential entrepreneurial or investing 
class with sufficient investable funds or 
confidence in the political and economic 
future of South Korea. 
It was evident to Military Government 
at an early date that special efforts 
would have to be made to raise agricul- 


tural, and especially rice, production as | 


rapidly as possible so that South Korea 
eould again become self-sufficient in, 
and indeed a net exporter of, foodstuffs 
within a few years, In the aid program, 
therefore, high priority was given, not 
only to imports of food, necessary to 
meet the immediate problem of food short- 
ages, but also to imports of fertilizer, 
critically needed to raise the productivity 
of the depleted Korean soils, to increase 
double cropping, and to expand planted 
acreage. In the two years ending June 


30, 1948, no less than 500,000 metric tons 


of fertilizer were imported into Korea 
under the Army aid program, thereby 
making possible the highest levels of ap- 
plication of commercial fertilizer to 
Korea’s soils in its history. A limited 
program of irrigation and land reclama- 
tien was also carried out in the form of 
_ ordinary maintenance, flood damage re- 
pair, and work on projects initiated but 
not completed during the war _ years, 


- owned: 
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Under the influence of these measures 
(especially the increased applications of 
fertilizer) and favorable weather, the 
production of rice, summer grains (in- 
cluding barley, wheat and naked barley), 
aud: pulses rose steadily from an aggre- 
gate of 2,723,000 metric tons in 1945 to 
3,400,000 metric tons in 1948 or to a 
level’ only somewhat below the 1940-44 
average. 

It was necessary not to raise 
indigenous food production, but also to 
ensure its orderly distribution, along with 
that of imported foodstuffs, to the eon- 
suming public. In the spring of 1946 
Military Government adopted a system of 
compulsory collection of part of the an- 
nual rice and summer grain crops for 
rationing to that 45 per cent of the 
population comprising non-self-suppliers in 
the urban areas and partial self-suppliers. 
Because of poor collection machinery and 
other factors, the 1945-46 rice collection 
and the 1946 summer-grain collection pro- 
grams yielded, respectively, only 5 per 
cent and 18 per cent of the total crops, 
or considerably less than the _ original 
quotas established. By the end of 1946, 
however, the necessary machinery had 
been perfected, with the result that the 
1946-47 and 1947-48 rice collection pro- 
grams and the 1947 and 1948 summer 
grain collection programs were outstand- 
ing successes, the collection quotas being 
fully achieved in “every case, During 
these two years an average of 35 per cent 
of the total rice and summer-crops was 
collected. 

Another critical shortage facing the 
Korean economy at the time of liberation 
was that of coal, which was’ urgently 
needed for the revival of industrial pro- 
duction, for the operation of the railroads, 
and for the generation of electric power. 
Coal production was at a virtual standstill; 
the mines were in extremely poor 
operating condition; and there was an 
acute shortage of skilled personnel. The 
bisection of the peninsula had cut off the 
south from its usual sources of bitumin- 
ous coal in North Korea and Manchuria, 
Military Government devoted special at- 
tention to stepping up coal availabilities. 
Army officers were placed in charge of 
the management of the mines, additional 
personnel was recruited, and a limited 
amount of rehabilitation work was carried 
out. As a result, production of anthra- 
cite and lignite coal rose sharply from 
about 280,000 metric tons in 1946 to about 
870,000 metric tons in 1948, Despite this 
increase, however, domestic production 
continued to prove wholly inadequate to 


_meet rising domestic demands, and in the 


three years 1946 to 1948 the Army had to 
import a total of 2,275,000 metric tons of 
bituminous ¢eoal from ‘Japan, an amount 
larger than the total domestic output of 
coal during that period. The rate of 
coal imports had to be stepped up after 
the power cut-off in May 1948. 
Approximately one-half of the coal 
available to South Korea during’ the 
military occupation was used to keep the 
railroads in operation. In addition, Mili- 
tary Government imported 101 locomo- 
tives from the United States. The im- 
portation of railway ties and other sup- 
plies permitted a limited amount of re- 


pair and rehabilitation work, but the 


over-all shortage of replacement parts and 
the inadequacy of existing repair shops 
prevented any large-scale rehabilitation 
of the nation’s railroad system, Military 
Government was also able, largely on the 
basis of imported equipment and supplies, 
to effect an improvement in street rail- 
Way service; a substantial quantity of 
surplus Army motor vehieles was put into 
service; the importation of a number of 
small boats made possible a modest re- 
sumption of coastal shipping services; 
and a limited amount of repair work was 
done on the nation’s highways, port faci- 
lities, and telephone, telegraph and radio 
communications. By the end 
however, South Korea’s over-all 
portation and communications systems 
were still in a generally deplorable opera- 
ting condition, suffering from years of 
undermaintenance and from shortages of 
essential equipment; parts, and supplies 
(e.g., coal). 

From September 1945 until the power 
cut-off in May 1948, between 60 and 70 
per cent of the electric power consump- 


tion in South Korea represented power 


imported from north of the 38th Parallel. 


During this period a start was made in 


increasing domestic generation of electri- 
city, e.g., by way of a limited amount of 
rehabilitation work on existing plants, 
and output rose from a monthly average 
of -13.9 million kilowatt hours in the last 
five months of 1945 to a monthly average 
of 23.1 million in 1947. Drastic emer- 
gency measures were, however, necessit- 
ated by the power cut-off. Two floating 
Army power units were installed off the 
coasts of South Korea; efforts to over- 
haul, expand and make more effective use 
of existing generating facilities were ac- 
celerated: and the rationing of power 
availabilities was tightened further. De- 


spite an expansion in output to a monthly 


average of 40.8 million kilowatt hours in 
1948 as a whole, power supplies at the 
end of that year were still far short of 
basic requirements. The shortage of coal 
remained the chief bottleneck to further 
expansion in South Korea’s power output, 

At the conelusion of the war South 
Korean industry was at a virtual stand- 
still. Its revival thereafter was seriously 
hampered by shortages of raw materials, 


equipment, repair parts, and power. 
Under Military Government guidance, 
however, certain key industries and 


plants, e .g., textiles, were partly rehabilit- 
ated; some repair plants, machine shops, 
and other factories were put back into 
operation; new facilities were established 
for the production of important items 
such as bicycles, ball bearings, and tires; 
and a program of technical training of 
Koreans was put into effect. Aided by 
these measures and by limited imports of 
replacement parts and raw materials, a 
modest revival “of manufacturing got 
under way in 1946 and 1947, only to be 
slowed yp by the power cut-off in May 


- 1948; by the end of 1948 industrial output 


was still well below its preliberation 
level. 

The end of the war likewise found the 
South Korean fisheries industry,;in a de- 
plorable state, Although Military Gov- 
ernment was unable, because of lack of 
funds, to carry out more than a_ very 


limited rehabilitation program, including 


of 1948, 
trans- 


‘fish and other marine 
_sharply from 202,000 metric tons in 1945. 
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the importation of fishing gear and other 
supplies, marine landings (including fresh 
products) rose 


to 302,000 metric tons in 1947, although 
this was still below the preliberation 
level. In 1948 landings receded some- 
what. 

Despite large-scale American-financed 
imports, the heavy demands upon the 
limited resources of South Korea by 
Military Government, by consumers, and 
by private business units generated 
powerful inflationary pfessures and ex- 
tremely sharp price rises that persisted 
throughout’ the period of occupation, and 
indeed thereafter. Attempts to collect 
taxes on any appreciable scale in an un- 
developed country like South Korea 
proved unsuccessful, and the heavy gov- 
ernment deficits, in the complete absence 
of a domestic capital market, had to be 
financed by borrowing on overdraft at 
the central bank—the Bank of Chosun— 
with a consequent expansion in the money 
supply. The money supply was furthe 
enlarged by rather liberal extensions of 
bank eredit by the Bank of Chosun and 
the commercial banks to other parties. 
Voluntary saviags, for obvious reasons, 
were negligible, and the domestic currency 
proceeds of the sale of United States aid 
supplies—potentially a powerful counter- 
inflationary force—fell far short of what 
they should have been because of lax 
collection methods. Attempts to contain 
the inflationary pressures by price con- 


trols, rationing and other direct controls: 


proved ineffective, largely because of the 
lack of adequate ‘administrative and en- 
forcement machinery, The sharp rise in 
prices that persisted throughout the oe- 
cupation not only tended to be self- 
inflammatory by creating anticipations 
of further rises, but also encouraged 
hoarding and other speculative operations 
to the detriment of productive activities. 
Apart from the heavy volume of United 
States Government-financed imports, 
which rose from $49.5 million in 1946 to 
$188.3 million in 1948, Korean foreign 
trade during the military occupation 
period remained at relatively low levels 
and was conducted largely on the basis 
of barter or special arrangements, Pri- 
vate imports rose from $1.1 million in 
1946 to only $16.6 million in 1948, whereas 
total exports (governmental and private), 
consisting largely of tungsten, graphite 
and marine products, rose from $0.7 
million to only $18.8 million during the 
same period. Most of this trade was 
with other Far Eastern areas. A more 
rapid expansion of exports was impeded 
by the generally low level of production, 
the large increase in population, and the 
eonsequent lack of exportable surpluses. 
Private foreign trade in general was ham- 
pered by the disruption of regular trade 
channels, by shortage of disposable foreign 
exchange, and by the absence of a formal 
commercial rate of exchange for the 
South Korean currency unit, the won. 
Early the occupation, Military 


Government established a rigorous system 


of export, import and exchange controls. 
Until the middle of 1947 practically no 
licenses were issued for the conduct of 
private trade, which except for smuggling 
and some individual barter transactions, 


remained at a virtual standstill. As part 
of a program to reopen private channels 
and to provide a mechanism for the hand- 
ling of normal international banking opera- 
tions, however, the authorities on June 


16, 1947, established the Korean Foreign 


Exchange Bank. The chief functions of 
the Bank were to transact foreign 
exchange business, to maintain foreign- 
currency accounts "for authorized parties, 
and to transmit to and receive from 
appointed foreign correspondents shipping 
documents connected with Korean exports 
and imports. The general system of 
private trade that developed under the 
aegis of the Bank was that private 
exporters of goods for which foreign 


exchange was received were _ issued 
“‘foreign exchange certificates’’ which 
they could use themselves to import 


‘‘approved’’ goods for sale in the domestic 
market (this involving an ‘‘implicit’’ rate 
of exchange), or which they could sell 


to other importers of such goods at rates 


so-called 
transac- 


mutually agreed upon (the 
‘‘transfer rates’’). All such 


tions were handled through the Bank, 


which opened or negotiated the necessary 
letters of credit, made advances against 


export shipments, and handled the actual 


foreign exchange involved. 

In October 1948 the Bank was 
authorized to buy at an ‘‘official’’ rate 
of 450 won to the dollar any foreign ex- 
change that might be offered to it by 
exporters or by recipients of remittances 
from abroad; a special -buying rate of 790 
won to the dollar was fixed in the case 
of remittances received for _ religious, 
charitable or educational purposes, But 
few sales to the Bank were made at 
these rates, which ruled well below the 
‘‘rates’’ implicit in export-import transac- 
tions, and the so-called ‘‘transfer rates.’’ 


No official rate was established at which 


the Bank could itself sell foreign exchange 
to importers for approved transactions, 
although a limited amount of its exchange 
was allocated for purposes of official 
travel or diplomatic expenditures abroad. 
(So far as American personnel was con- 
cerned, a military conversion rate of 15 
won to the dollar had been established 
shortly after the liberation. 
the continuing inflation, that rate was 
raised to 50 won to the dollar on March 
12, 1947, and, by agreement with the 
Republic of Korea, to 450 won to the 
dollar on October 1, 1948, and to 900 won 


to the dollar on June 14, 1949). 


Under the terms of the Interim 
Financial and Property Settlement of 
September 11, 1948, ownership of the 
shares in the Korean Foreign Exchange 
Bank, together with: all the assets and 
liabilities of that bank, were transferred 
to the Government of the Republic of 
Korea. The United States Government 
also paid that Government the cash sum 
of $23.6 million in reimbursement of the 
local currency expenditures by the 
United States armed forces, amounting to 
some 11,1 billion won, from the begin- 
ning of the occupation until June 30, 
1948. Of more importance, the Interim 
Financial and Property Settlement pro- 
vided for the transfer to the Government 
of the Republic of Korea of all unsold 
vested properties and the net unexpended 


In view of - 


proceeds from rentals and sales thereof 
as well as all ‘‘national property,’’ a 
cash and bank deposits 
Government, and all equipment supplies 
and other non- military properties of Mili- 
tary Government: (including unsold aid 
supplies), In return, the Government of 
the Republic of Korea agreed that the 
dollar payment by the United - States 
Government ($23.6 million) constituted 
‘‘full, final and complete settlement’’ for 
all goods, services and facilities provided 
to the United States forces up to June 
30, 1948, and for any other claims against 
the United States Government arising out 


of the occupation up to that date; as- 


sumed and relieved the United States 
Government of liability for the overdraft 
incurred by Military Government at the 
Bank of Chosun; and agreed to repay the 
$25 million loan from the Office of the 
Foreign Liquidation Commission over a 
period of years at an interest rate of 
234 per cent per annum in terms of won 
(to be used by the United States Govern- 
ment for educational programs and 
other 


THE REPUBLIC OF KOREA AND THE 
ECA AID PROGRAM 


By the end of December 1948, the 
trausfer of authority and of administra- 
tive control over accounts and properties 
to the Government of the Republic of 
Korea had been substantially completed, 
and the withdrawal of the American 
occupation forces was well under way. 
On January 1, 1949, moreover, responsi- 
bility for the American aid program to 
Korea, along with uncommitted GARIOA 
funds for Korea of about $30 million, 
were turned over to the Economic Co- 
operation Administration, At the begin- 
ning of 1949, therefore, a new phase in 
the postwar economic and political evolu- 
tion of South Korea may be said to have 
been initiated. 

In anticipation of the shift to the ECA 
aid program, the Governments of the 
United States and of the Republic of 
Korea on December 10, 1948, signed an 
Aid Agreement patterned. on the ECA 
agrcements with Western European coun- 
tries, In return for the prospective ECA 
aid, the Korean Government, in the in- 
terests of strengthening and stabilizing 
its economy, agreed, among other things, 
to balance its budget; to maintain con- 


trols over currency issues and the use 


of bank credit; to regulate foreign ex- 
change transactions and establish 
foreign trade controls so as to ensure the 
most effective use of foreign exchange 
resourees; to establish a rate of exchange 
as soon as possible; to seek to attam the 
maximum production and collection and 
the equitable distribution of locally- 
produced supplies (including the continu- 
anee of cereal grains collection programs) ; 
to facilitate private foreign investment 
in Korea; to develop export industries; 
to effectively manage or dispose of the 
properties vested from the Japanese; and 
to ensure as far as possible a fair dis- 


tribution of United States aid supplies — 


at reasonable prices and the most effec- 
tive utilization of those supplies. The 
Korean Government also agreed to estab- 
lish a ‘‘Counterpart Fund’’ in the Bank 


of Military . 
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of Chosun into which it would deposit the 
won equivalent of the dollar cost of all 
United States aid made available’ to 
South Korea on a grant basis, and to use 
- those funds only for purposes mutually 
agreed upon with the United States 
Government (including the financing of 
won expenditures incurred by the United 
States in carrying out the aid program). 

Although the over-all condition of. the 
South Korean economy at the beginning 
of 1949 had improved considerably as 
compared with that prevailing in 
September 1945, the fundamental econo- 
mic problems confronting that country 


still remained to be resolved. Under 
Military Government, starvation and 
disease had been prevented; a limited 


amount of repair and maintenance work 
had been accomplished; over-all produe- 
tion had shown a moderate increase; and 


a@ start had been made, through a tech-— 


nical training program, in the develop- 
ment of indigenous skills, But the South 
Korean standard of living had still not 
attained even the pre-war level; produe- 
tion was as yet abnormally low, even in 
Trelation to existing operable capacity; 
virtually nothing had been done by way 
of reconstructing aud expanding the 
country’s capital plant and equipment 
(which remained in a seriously deterior- 
ated condition) or of developing its pro- 
ductive potentialities; the country’s de- 
pendence on United States aid was al- 
most as great as it had been in 1945 
(some 90 per cent of its imports bei» 
United States-financed); and the infla- 
tionary spiral continued unchecked. To 
these difficulties were added two more 
problems associated with the winding-up 
of the military occupation: South Korea 
was now forced itself to shoulder the 
heavy burden of defense against the 
Communist threat from without and 
within; and the management of _ the 
country’s economic and political affairs 
was turned over, to a greater degree than 
before, to men who for the most part 
were still lacking in the necessary tech- 
nical training or administrative skill, 
During the first six months of 1949, 
ECA continued the Army aid program, 
consisting largely of imports of ferti- 
lizer, agricultural supplies, raw materials, 
and ’ petroleum products. Total aid to 
South Korea during this period, ineclud- 
ing supplies acquired with the $30 mil- 
lion of GARIOA funds transferred to 
ECA, and GARIOA supplies in pipeline 
on January 1, 1949, amounted to about 
$70 million. Commencing in mid-1949, 
however, there came a basic shift in the 
emphasis and rationale of the aid pro- 
gram. It had long been recognized that 
a mere relief program was no more than 
a stop-gap that could make no contribu- 
tion to the development of a self- 
sustaining and viable economy in South 
eye and that what was needed was 
program of capital investment in 
strategic sectors of the economy design- 
ed to raise over-all production levels, to 
increase exports and reduce imports, ‘and 
thereby to enable South Korea to be- 
come independent of extraordinary as- 
sistance from the United States, A 
three-year program of this sort, involving 
aggregate aid of $350 million, was drawn 


up by ECA and submitted to Congress in 
June 1949, That program envisaged 
three basic areas of capital investment 
necessary for the attainment of Korean 
viability: development of coal mines, ex- 
pansion of thermal power’ generating 
facilities, and construction of fertilizer 
plants, in that order of priority. In- 
creased coal production would make pos- 
sible larger power output, which, in 
turn, was necessary for the operation of 
fertilizer plants (which, it was expected, 
could be completed by 1952). Other 
contemplated projects included: the con- 
struction of railroads, bridges, 
works, and a large cement plant; work 
on tungsten and graphite mines; and re- 
habilitation of the fishing industry, and 


the communications system. Of the $350 
million of aid contemplated 


over the 
three-year period ending June 30, 1952, 
the bulk would continue, as before, to 
comprise such items as fertilizer, petro- 
leum products, and industrial raw mate- 
rials, but an increasing fraction would 
consist of equipment and supplies of a 
sort that would make the’ envisaged 
capital investment program possible. It 
was estimated that this program, by in- 
creasing exports of rice, marine pro- 
duets, and minerals, and by reducing im- 
ports of raw materials, machinery, and 
fertilizer, would progressively reduce _ the 
South Korean balance-of-payments deficit 
on current account (and thus the amount 
of annual aid needed) from a level of 
$150 million in fiseal 1949-50 to $115 
million in fiscal 1950-51, $85 million in 
fiseal 1951-52, and $35 million in fiscal 
1952-53. The program did not envisage 
official United States aid in fiseal 1952- 
53, since it was expected that the deficit 
in that year could be financed.by private 
foreign investment and by international 
and foreign credit institutions, 

Although work on a number 
contemplated investment projects got 
under way after July 1, 1949, on the 
basis of imported supplies, the first-year 
segment of the envisaged aid program 
was never fully carried out, in large part 
because the requested $150 million for 
the fiscal year 1949-50 was not forth- 
coming, Instead, sums aggregating con- 
siderably less than the amount sought 
were appropriated by Congress in small 
and irregular portions, thereby forcing 
ECA not only to pare its over-all pro- 
gram but also to operate in effect on a 
short-run basis; the capital investment 
phase of the program, in particular, suf- 
fered. For the fiscal year 1949-50 as a 
whole, a total of $110 million was appro- 
priated for Korean aid, and the sum 
actually at. the disposal of ECA during 
the year amounted to only $90 million. 
Of that sum, $75 million had been obli- 
gated by June 30, 1950, ie., goods and 
services of that amount had been made 
available to Korea or were in pipeline on 
that date. 


During the fiscal year 1949-50 work 
was commenced on the construction of 
three railroads designed to provide ac- 
cess to important coal areas not previously 
served by rail facilities; a limited 
amount of investment was undertaken in 
existing coal: mines and power plants; a 
Jarge number of irrigation and land re- 


of the 


irrigation 


elamation projects was completed; 
modest additions were made to the coun- 
try’s fishing and coastal fleet; and some 
further rehabilitation 
was done on the railroads and communi- 
cations systems, With regard to most of 
the other contemplated investment pro- 
jects for 1949-50, however, e.g., coal de- 
velopment, two new thermal plants and a 
new hydroelectric plant, a large cement 
plant, and a tungsten project, it was 
possible only to complete the pre- 


‘engineering planning phase, and_ the 


actual work could not be initiated. 


Despite the cut-back in the projected 
investment program and the reduction in 
over-all United States aid, production in 
South Korea underwent a rather sharp 
expansion in 1949 and the first half of 
1950. Aided by continuing large imports 
of fertilizer and by favorable weather, 
the output of rice, summer grains and 
pulses rose to 4,059,000 metric tons in 
1949, as compared with 3,400,000 metric 
tons in 1948, the bulk of this gain being 
registered in summer grains, Apart 
from becoming self-sufficient in food- 
stuffs by mid-1949, Korea was also able 
in February 1950 to arrange for the ex- 
port of 100,000 metric tons of rice to 
Japan, the first rice shipment since the 
liberation, Coal production rose from 
870,000 metric tons in 1948 to 1,130,000 
metric tons in 1949 and to an annual rate 
of 1,230,000 metric tons in the first quar- 
ter of 1950. Electric power production, 

while showing a less satisfactory record, 
rose from a-monthly average of 40.8 
million kilowatt hours in 1948 to a month- 


ly average of about 55 million kilowatt. 


hours in 1949 and the first four months 
of 1950. 


ing activity (1947—100) rose’ sharply 
from 122 in 1948 to 222 in 1949, the 
largest increases, percentagewise, being 


registered in pottery and porcelain, tires, 
brick, paper and cotton cloth. Non- 
agricultural output as a whole (mining, 
utilities, manufacturing, and _ fishing), 
as measured by the ECA ‘‘index of eco- 
nomic activity,’’ rose from 124 in 1948 
(1947—100) to 189 in 1949; while that 
index declined, seasonally, in the first 
four months of 1950, it was still consider- 
ably above the level for the correspond- 


ing period of 1949, 


This seemingly impressive production 
record in 1949 and the early part of 1950, 
should, however, be considered against 
the background of the following facts. 
For one thing, production levels in 1947 
and 1948 had still been abnormally low; 
the marked production increases, percent- 
agewise, in 1949-50 tend, therefore, to be 
somewhat deceiving. Second, production 
levels.in 1949-50 were still far short of 
the minimum levels deemed essential for 
domestic needs and for the achievement 
of viability. Third, at the end of 1949 
the country’s industrial plant as a whole 
(including its utilities and manufacturing 
and mining enterprises) being 
operated at probably not much more than 
half of its operable capacity. This situa- 
tion in substantial part resulted from 
the serious shortage of managerial and 
technical skills, coupled with lax govern- 
ment control and supervision of vested 
enterprises, and from the continuing 


and repair work | 
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trols, and poor tax collections, 


1961 


critical inflation, which put a premiun 
on hoarding and other speculative acti- 
vities to the detriment of productive 
operations, 

Indeed, it was the mounting inflation- 
ary spiral that overshadowed all other 
economic events in South Korea in 1949- 
50, The basic cause of that inflation 
lay in large-scale, central-bank financed, 
deficit spending by the Korean Govern- 
ment, chiefly reflecting heavy defense 
and security expenditures, subsidies to 
government-owned enterprises and public 
utilities operating on a_ deficit basis, 
inefficient budgetary accounting con- 
coupled 
with an undue expansian of bank credit 
to government agencies operating outside 
the budget and to cther parties. Collec- 


tions from the sales of United States aid. 
supplies, which had originally been ex- 


pected to be more than sufficient to 
counteract these inflationary factors, fell 
far short of expectations, not only be- 
cause of the unanticipated magnitude of 
those factors, but aiso because of lax 
couection methods and a policy on the 
part of the Korean Government of pricing 
aid supplies into the economy at un- 
realistically low levels. Over 25 per cent 
of the actual collections, moreover, 
were financed by bank ecfedit. Under 
the pressure of a rapidly rising aggre- 
gate demand superimposed upon an eco- 
nomy unable to etfect anything ap- 
proaching an equally rapid expansion in 
physical output, and, in the absence of 
an effective system of direct controls, 
prices were continually pushed up sharp- 
ly. The inflation in turn set up factors 


tending to reinforce it, such as the hoard- 


ing of goods, a wage-price spiral, a further 


decline in the propensity to save, and an 


iucrease in the velocity of circulation of 
money, By the latter part of 1949, in 
fact, the inflation had progressed to 4 
point where further price rises might 
easily have provoked a hyperinflation. 
By that time, moreover, the inflatian 
had reached a point where the ECA in- 
vestment program was itself jeopardized. 
For, clearly, to go ahead with that pro- 
gram would have meant adding more 
fuel to the dangerous inflationary situa- 
tion to the extent that  local-currency 
expenditures were required in connection 
with the projects involved. This grow- 
ing conflict between the objectives of 
internal financial stability and of ox- 
ternal viability was, however, partly re- 
solved by the cut-back in ECA appropria- 
tions for Korea, which in any case neces- 
sitated the postponement of many of the 
contemplated investment projects, 
Despite warnings and pressure from 
American officials and advisers regarding 
the urgent necessity of strong counter- 


inflationary action, the Korean Govern- — 


ment did not seem to be fully aware of 
the magnitude or implications of the ris- 
ing tide of inflation and appeared to be 
reluctant, at least until the closing 
months of 1949, to initiate any genuine 
corrective measures, In the last quarter 
of that year, however, a limited number 
of steps were taken, including the intro- 
duction of more effective tax collection 
methods and ‘higher prices for public 
utilities and other Government services. 


government departments 


FAR’EASTERN ECONOMIC REVIEW 


In addition, the Korean Government 
agreed to raise the ‘“eounterpart fund 
rate’’ from 450 won to the dollar (the 
rate in effect since the inauguration of 
the ECA program) to 500 won in Novem; 
ber and to 600 won in December; and in 
the latter month it began to increase the 
prices at which ECA aid supplies were 
actually sold to the public with the ulti- 
mate objective of raising them to 80 per 
cent of their open-market prices or, where 
no such prices existed, to the level of 
the prevailing counterpart fund rate. 

In January 1950, at United States re- 
commendation, there was established a 
Korean-American Joint Economic Stabili- 
zation Committee, under Korean chair- 
manship, to study and make recommen- 
dations regarding means of balancing the 
budget, establishing more efficient bud- 
getary, accounting controls, limiting sub- 
sidies on goods and services supplied by 
and agencies, 
controlling unsound bank credit creation, 
strengthening the tax system, raising the 
prices of ECA aid supplies, systematizing 
the foreign exchange structure, and other 
such matters—all with a view to halting 
the inflation and stabilizing the eco- 
nomy. 

That the Economic Cooperation Ad- 
ministration and the United States Gov- 
ernment were not entirely ‘satisfied, how- 
ever, with the degree of progress made 
toward stemming the Korean inflation, 
at least during the early months of the 
Committee’s work, is indicated by com- 
munications from Mr, Paul G, Hoffman 
to the Korean Prime Minister on March 
23, 1950, and from Secretary of State 
Acheson to the Korean Ambassador in 
the United States (for transmission to 
President Syngman Rhee) on April 3, 
1950. In these two communications at- 
tention was called to the deep concern of 
the United States over the continuing 
inflation in Korea; the fear was expressed 
that unless strong counter-inflationary 
measures were adopted ECA aid could no 
longer be effectively utilized in the in- 
terests of Korean recovery; and it was 
made clear that, in the absence of such 
measures, it would be necessary to re- 
examine the entire aid program and to 
consider the advisability of possible re- 
ductions in the amount of aid forthcom- 
ing. These communications appear to 
have had the result of stimulating the 
implementation of an increasing number 
of anti-inflationary measures in the few 
months remaining before the invasion. 

Among the steps recommended by the 
Joint Economic Stabilization Committee 
and implemented by the Korean Govern- 
ment during the first six months of 1950 
were the following: government expen- 
ditures in the last quarter of the fiscal 
year ending March 31, 1950, were sub- 
stantially reduced; the National Assem- 
bly voted a budget for the fiscal year 
commencing April 1, 1950, that was, on 
paper at least, balanced (as compared 
with an actual budgetary deficit of over 
60 billion won in the preceding fiscal 
year); tax rates and the prices of various 
government services were raised sharply; 
the counterpart fund rate was increased 
to 800 won to the dollar in January and 
to 1100 won by May 1950, with upward 
adjustments in the sales prices of aid 


supplies; a ceiling was placed on bank 
loans to private parties, limiting the in- 
crease in such loans to not more than 5 

r cent above the total outstanding on 

arch 31, 1950; and budgetary account- 
ing controls were tightened. At the 
time of the invasion, however, other re- 
commendations of the Committee had 
not been put into effect, _ 

Largely as a result of these measures, 
the over-all finnancial and economic 
situation in South Korea by the spring 
of 1950 had begun, at long last, to show 
the first signs of stabilizing itself. The 
money supply, which normally declined 
seasonally only in the first three months 
of each year, continued to decline during 
the second quarter of 1950, and prices 
had begun to level off. Speculators had 
begun to unload their hoarded stocks on 
to the market. The financial situation, 
although still precarious, was - gradually 
being brought under control, But these 
signs of improvement, such as they were, 
were cut short all too quickly by the 
sudden invasion from the north, 

During 1949-50 the foreign exchange 
market continued in the highly abnormal 
and fluid state that had characterized it 
in 1947 and 1948. At the beginning of 
1949 South Korea had a multiple ex- 
change rate structure consisting of the 
following rates: a so-called ‘‘official’’ 
rate of 450 won to the dollar at which 
the Korean Foreign Exchange Bank 
(KFEB) would buy any dollars offered to 
it by privaté exporters, recipients of 
overseas remittances and other authorized 
parties; a special rate of 790 won to the 
dollar at which the KFEB would purchase 
dollars received for religious, charitable 
or educational purposes; a counterpart 
fund rate of 450 won to the dollar used 
for purposes of computing the amount of 
won to be deposited in the counterpart 
fund against ECA aid supplies; and 
variable ‘‘transfer’’ rates, ruling much 
higher than the foregoing, at which legal 
sellers could, through the 
facilities of the KFEB, transfer their 
exchange to licensed private purchasers 
at rates mutually agreed upon. The 
majority of exporters found it most 
profitable to use their exchange acquisi- 
tions themselves to import goods for sale 
in the domestic market, such export- 
import transactions involving an implicit 
rate of exchange which tended to rule 
even higher than the transfer rates. 
Finally there was a black market rate for 
United States currency which was the 
highest of all (amounting in January 
1949 to about 1100 won to the dollar), 
There was no rate at which the KFEB 
would sell exchange to private parties, 
who had to get their exchange through 
the facilities of the transfer market or 
the black market, | 

In view of the continuing inflation, 
the official, special, and counterpart 
fund rates became increasingly unrealistic 
and the spreads between these rates, on 
the one hand, and the transfer, implicit, 
and black market rates, on the other 
rapidly widened. In an effort to narrow 
these spreads and to attract dollars into 
the KFEB, the official and special rates 
were merged and raised in July 1949 to 
900 won to the dollar—although the new 
rate still represented a substantial over- 
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valuation of the won. On November 
1 the counterpart fund rate, as we have 
seen, was raised. to 500 won to the dollar, 
and subsequent increases in that rate 
raised it to a level of 1100 won by May 
1950. In November, moreover, there was 
inaugurated a system of periodic exchange 
auctions with the objectives of providing 
a mechanism whereby licensed private 
purchasers could buy dollars’ directly 
from the KFEB and also uf raising the 
official rate to more realistic levels under 
the play of market forces, At 
auctions a certain amount of the govern- 
ment-held exchange in the KFEB, to- 
gether with any dollars that legal sellers 
might wish to offer for sale, were to be 
soid to private purchasers on an auction 
basis to the highest bidders, The lowest 
rate fixed at each duction was to be the 
KFEB’s ‘‘official’’ (auction) rate until 
the next auction. 

Aithough it: was anticipated that the 
first exchange auction, held on November 
12, would result in the establishment of 
a new official rate close to the prévail- 
ing transfer rate of about 2000 won to the 
doilar, the lowest rate actually fixed, and 
thus the new official rate, amounted to 
only 900 won to the dollar, or the same as 
the official rate existing prior to the 
auction. This result in part reflected an 
unduly restrictive import licensing policy, 
which kept down the amount of ex- 
change demanded relative to the supply 
put on the market by the. government, 
The later auctions on April 29, May 13, 
and June 3, 1950, yielded rates of 1800 
won, 1600 won and 1600 won, respectively. 
These auction markets, by tending to 
reduce the demand for exchange on the 
black market, contributed in part to a 
decline in the black market rate for 
dollars, which had reaclied a_ peak of 
4500 won in January 1950, to only 2200 
won in May 1950, On the other hand, 
the rate of exchange implicit in export- 
import transactions in the latter month 
had reached a level of about 3000 won 
to the dollar, which indicated the continu- 
ing wide spreads between that rate, the 
official (auction) rate, and -the counter- 
part fund rate, 


Some progress was made during 1949-50 
in the direction of achieving the ultimate 
goal of external viability, but the degree 
of progress was restrained by the con- 
tinuing inflation und by the cut-back in 
the contemplated ECA investment pro- 
gram. Total exports (private and gov- 
ernmental) actually declined from $18.8 
million in 1948 to $14.3 million in 1949, 
but since total imports (including freight 
charges) declined from $205.7 million to 
$138.8 million, largely because of the re- 
duction in imports of foodstuffs, the 
trade deficit narrowed from $186.9 million 
to $124.5 million. In 1949 exports were 
able to finance only about 10 per cent of 
total imports (approximately the same 
ratio as in 1948), and 87 per cent of the 
imports were United States-financed. 
The continuing low level of production 
relative to the pull of the inflation-swol- 
len domestic demand contributed to the 
“meagre volume of exports; in addition, 
there was an apparent reluctance on the 
part of the korean Government to push 
exports more aggressively. 


these 


In the first five months of 1950 the 
import deficit appears to have narrowed 
somewhat further because of a continuing 
decline in imports and rise in exports, 
The decline in imports, however, reflected, 
not so much the replacement of foreign 
by domestic supplies due to increased 
production, as delays and cuts in ECA 
appropriations, The rise in exports large- 
ly represented the initiation of rice ship- 
ments under the contract concluded with 
Japan. Despite this apparent improve- 
ment in Korea’s trade position, however, 
the balance of payments of that country 
still continued on the eve of the invasion 
to be characterized by an _ abnormally 
large gap between imports and exports, 
the closing of which would have required 
striking increases in exports (notably of 


rice) and drastic reductions in imports. 


There is reason to believe that, even in 
the absence of the invasion, such major 
shifts could not have been accomplished 
quickly enough to have made possible the 
achievement of Korean viability by the 
fiscal year 1952-53 in keeping with the 


objectives of the ECA program. 


In two other important fields—the 
redistribution of land owned by Korean 
landlords to tenant farmers and the dis- 
position of vested properties—little fur- 


ther progress had been made by the time 


of the invasion. On June 22, 1949, there 
was promulgated a Land Reform Law 
providing for the purchase by the Korean 
Government of landlord holdings in ex- 
cess of specified minima and for the sale 
of such holdings to the tenant farmers 
working them, Payment to the landlords 
wus to be made in bonds, which could be 
used to purchase vested properties, and 
the tenant farmers were to pay the gov- 
ernment in kind over a five-year period, 
After considerable delay, the, program 
finally got under way in April 1950, but 
by the time of the invasion only a modest 
amount of land redistribution under that 
program had been effected. 


It had long been recognized, and it 
became increasingly evident during 1949, 
that the only hope for developing Korean 
industry on a sound business-like basis 
lay in the transfer to private ownership 


and direction of the bulk of the proper- 


ties vested from the Japanese which 
comprised some 90 per cent of the coun- 
try’s industrial plant. Most of the en- 
terprises involved, especially electric 
power, railroads, coal mines, coastal ship- 
ping, and manufacturing, far from yield- 
ing a net return to the government, 
required large and continuing subsidies. 
In some cases these deficit operations 
were due in part to. deliberately low 
prices fixed by the government for the 
goods and services involved’in the belief 
that the inflation could thereby be miti- 
gated, but for the most part they reflected 
inefficient management and_ restrictive 
bureaucratic controls, The sale of these 
properties to private parties able and 
willing to get competent technical assis- 
tance presumably would not only lead to 
more efficient management and to greater 
output, but would also exert a counter- 
inflationary influence by eliminating the 
need for government subsidies (which 
contributed to the heavy central bank- 
financed government deficit) and by 


a trifling amount of sales 


potential 


‘and consumption levels, and 


mopping up purchasing power to the. ex- 
tent. that the sales woul be effected ov 
a cash basis, As we have seen, the limit- 
ed attempts on the part of Military 
Government to dispose of vested indus- 
trial enterprises had met with little suc- 
cess. 

On December 19, 1949, there was final- 
ly promulgated a Law on the Disposition 
of Vested Properties providing for the 
nationalization of certain specified types 
of properties, including mines, machinery 
factories and iron foundries, and other 
properties of a ‘‘communal’’ nature to 
be prescribed by the President (presum- 
ably, e.g., the railroads and_ electric 
power); all others vested properties were 
to be disposed of by sale. It was anti- 
cipated that a large fraction 
properties would be purchased by land- 
lords with the bonds which they would 
receive under the Land Reform Law, By 
the time of the invasion, however, only 
been 
effected, largely because of the fear of 
an invasion from the north, lack of a 
entrepreneurial or investing 
elass, shortage of investable funds, and 
the unstable economi¢ and political milieu 
in general, Even those landlord’ who 
had sold their land and received bonds 
in payment appear to have been reluctant 


to buy vested properties because of the 


risks involved. 


Conclusion | | 

The foreign review of the major econo- 
mic developments in South Korea from 
September 1945 to June 1950 has indicated 
that, while some progress had been made, 


largely because of American assistance, 


in rehabilitating and reconstructing that 
country’s economy, in raising production 
in moving 
towards internal financial stability and 
external viability, the degree of progress 
had been painfully slow. On the eve of 
the invasion, South Korea’s capital plant 
was still, in general, in a deteriorated 
and obsolete condition and was _ being 
operated at a level far below capacity: 
food production had recovered its war- 
time level, thereby permitting a reason- 
ably satisfactory standard of domestic 
food consumption and the commencement 
of rice exports, but industrial, mining, 
and power production was still far short 
of the minimum levels necessary for do- 
mestic needs and for the achievement of 
viability; the over-all financial position, 
despite some progress that had been made 
in the months immediately before the in- 
vasion in bringing the ruinous inflation 
under control, was still highly precarious; 
and the economy continued to be faced 
with an abnormally large trade deficit 
requiring American assistance without 
which it would have quickly collapsed. 
The results in other important fields were 
no more encouraging, The foreign ex- 
change situatidn, for example, continued 
to be highly unsatisfactory, and only a 
start had been made in the direction -of 
redistributing land from absentee Korean 
landlords to tenant farmers or in dispos- 
ing of vested industrial properties to the 
public, 

A number of factors contributed to 
this relatively slow rate of progress in 
the economic and financial affairs of 


of these 


| | 
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REPORTS FROM INDIA 


From Our Own Correspondent 


The President’s address to Parliament 
on August 6 was a survey of the domestic; 
situation and foreign politics. 
most significant feature of the age we 
live in’’; he observed, ‘‘is the emergence 
of the countries of Asia as awakened 
nations. That awakening has been and 
continues to be troubled; but the out- 
standing fact is that great changes are 
coming over the continent of Asia. In 
many cases the old order has been en- 
tirely upset and in others some middle 
stage of democratic progress has been 
found.’’ 


Dr. Rajendra Prasad was optimistic 


about the food and eloth situation in the 
country thanks to the food loan from the 
:U.S.; but the prices were beyond the 


reach of the purchasing power of the, 


many. This necessitated the creation of 
public works for providing employment 


‘<The. 


South Korea in the period 1945-50. 
of them can be traced to human frailties 
and to errors of policy. During the peri- 
od of the American occupation, for ex- 
ample, Military Government had _ been 
staffed with army officers who, despite 
their accomplishments in other fields, did 
not in many cases have the requisite 
training and experience in administering 
the government and operating the economy 
of a country faced with such problems as 
that of Korea. Mistakes were inevitably 
made. With the termination of the oc- 
cupation, the government was turned over 
to Korean officials who had even less of 
the necessary administrative and technical 
experience and skill. The Government of 


the Republic of Korea does not always . 


seem to have been aware of the gravity of 
the economic problems facing it, nor was 
it always willing to undertake the ag- 
gressive measures necessary to cope with 
those problems, Seen in retrospect, how- 
ever, these human failings, as a factor 
contributing to the relatively unsatisfac- 
tory state of Korean economic affairs on 
the eve of the invasion, were greatly 
overshadowed by the sheer magnitude of 
the problems facing the country as a re- 
sult of the long years of Japanese occupa- 
tion, the sudden segregation from the 
Japanese orbit, and, above all, the bisec- 
tion of the peninsula at the 38th Parallel. 
The combined effect of those factors had 
been to deplete the country’s natural 
resources, to deteriorate its plant 
equipment, to cut it off from its tradi- 
tional markets and sources of supply, to 
disrupt its trade and production, to leave 


its population with little technical skills 


and managerial capacities, and, follow- 
ing the termination of the military oe- 
cupation, to saddle it with a crushing 
defense and security burden which neces- 
sitated a large-scale diversion of its mea- 
ger resources from the task of economic 
rehabilitation and reconstruction, With 
problems of that magnitude, it is scarcely 
surprising that economic progress in South 
Korea in 1945-50, despite large-scale 
American aid, fell far short of what it 
would have otherwise been. 


Some 


and . 


and free distribution of food in certain 
areas. A. reassuring feature, he ob- 
served, was the increase’ in industrial 
production and ‘‘unless there are un- 
foreseen developments, we can confident- 
ly look forward to an all-round improve- 
ment in our economic situation.’’ In this 
task Government»have pinned their faith 
in the Five Year Plan. 


* * * 


One of the pressing problems before 
Government is the improvement of indus- 
trial relations. Since August 1947 the 
Centre as well as the State Governments 
relied too much on compulsory arbitration 
and have now found out that it cannot 
achieve the objective and have, instead, 
encouraged labour to inflate the demands. 
For the past few months New Delhi, 
therefore, carried on informal discussions 
with the spokesmen of employers and em- 
ployees and has, at the meeting of the 
Development Committee held in Bombay, 
secured an agreement on the basic prin- 
ciples. The details are now being work- 
ed out and will be placed soon for the 
consideration of the tripartite conference 


_ between Government, labour and capital. 


It is recognised that the key to indus- 
trial peace has ultimately to be found 
in a transformed outlook on both sides 
in accord with the spirit of true de- 
mocracy. It is, therefore, proposed to 
have a set of standing orders and code 
of instructions enumerating mutual ob- 
ligations for each factory. These can 
take care of routine issues relating to 
industrial administration. The next stage 
will be to encourage works committees 
to settle the differences on the spot be- 
tween labour and capital. It is only 
when these two means fail that the ma- 
chinery of conciliation will step in; but 
if it fails the only remedy will be arbitra- 
tion, voluntarily or compulsorily. For 
this purpose, Government propose to lay 
down certain directive | principles after 
consulting the leadership in both the 
camps so that case law governing the 
principles of giving awards can be built 
up. 


Four controversial issues on which an. 


agreement has been reached in principle 
but the working out of the details of 
which bristles with difficulties are 
rationalisation and retrenchment, associa- 
tion of workers in management, payment 
by results and the representative charac- 
ter of trade unions. The settlement is 
all the more difficult because politics has 
crept in the trade union movement and 
all the employers are not reputed for 
playing fair. Yet the search for solu- 
tions is being pursued. 

Representatives of both labour and 
capital have now agreed that rationalisa- 
tion is desirable. It has, therefore, been 


decided that employers should pay somes 


compensation to displaced workers. This 
may'take the form of an outright grant 
of a stipend for six months during which 
the displaced worker can retrain himself 
for some other job. Government have 
assumed the responsibility of providing 
training facilities, while the union lead- 


ership is being pressed to shoulder the 
responsibility of a smooth change over 
from one occupation to the other. 

The association of workers in manage- 
ment is a new experiment in this country. 
There is only one private concern in 
which workers are shareholders and have 
a right to nominate a director. Labour 
leaders are pressing for the recognition 
of this right, employers are. opposed and 
Government are emphatic that the experi- 
ment should be confined to the setting 
up of a consultative machinery which 
should discuss matters affecting the well- 
being of employees as well as the general 
interests of the industry itself, 

As a result of the mounting labour 
costs and the shrinkage in the . employ- 
ment market, both labour and capital 
have reconciled to the principle of pay- 
ment by results. This, however, depends 
as much on human efforts as on other 
factors such as industrial equipment, 
supply of raw materials and managerial 
efficiency and raises the issue of indus- 
txial productivity. So far there has been 
no scientific study of productivity or as- 
sessment of work loads. Government 
have, therefore, decided to enlist the co- 
operation of the International Labour 
Office for conducting these studies and 
are optimistic about their ability to link 
wages with the output. ; 


x x 


It is now recognised that the respon- 
sibility for industrialisation will have 
to be increasingly shouldered by Govern- 
ment. The Planning Commission had, 
therefore, appointed Mr. A, D. Gorwala, 
a retired I. C. 8S. of repute, to report on 
the efficient conduct of State enterprises. 
His recommendations follow the line of 
approach new accepted in the U. K, De- 
fence industries, State trading and pro- 
specting of new industries should,. in his 
opinion, be managed departmentally, For 
the rest there should be autonomous 
bodies. Irrigation projects and_ public 
utility concerns will have public boards, 
while the formation of joint stock com- 
panies has been recommended for manu- 
facturing 
policy board of directors composed o 
full time members and a chairman to 


manage all Government industries; but on ~ 


functional boards for each industry will 


also be appointed part-time directors 
drawn from the private sector. | 
Mr. Gorwala is emphatic that this 


Board must enjoy full freedom and the 
Minister’s task will be to choose a quali- 
fied personnel with the highest integrity 
capable of evolving suitable forms of 
control, direction and management, build- 
ing up sound traditions, appropriate 
methods and new devices of industrial 
management and developing a new class 
of Government servants to man the State 
enterprise. The Secretariat will have no 
representation on the Board; but it can 
give general instructions,. while Parlia- 
rient should, in his opinion, play the role 
of ordinary Shareholders the Joint 
stock companies, 

The author of the report has not a 
out the possibility of the management of 
a particular State industry being  en- 
trusted to a private enterprise; but he 
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suggests that in that event it should be 
asked to interest in the equity capital 
of that project. This basis has proved 
highly successful in respect of Air-India 
International operating air services be- 
tween India, Europe and Africa and Tata 
Locomotive; but the experience of the 
shipping corporation is not very happy. 
* * * 

India proposes to make a bold bid for 
cultivating kapok on a large scale. At 
present the quantity of kapok floss col- 
lected in the country represents a frac- 
tion of the kapok actually grown and no 
attempt has so far been made to grow 
it on a plantation basis except in As- 
sam, Madras and U. P. The main rea- 
son for this is the ignorance about its 
economic value. 
ceed, India kapok will be a serious rival 
for Java, Siam and Ceylon. 3 

Production of cotton textiles for the 
first half of 1951 has given rise to the 
hope that the target of 4,000 m, yards 
of mill-made cloth will be achieved if 
the current year.’ The output in January- 
June period has totalled 2,014 million 
-yards as against 1,900 million yards in 
the corresponding period of 1950. Simul- 
taneously the military demand has been 
frozen and exports for the year have 
been*reduced from 1,120 million yards in 
1950 to 844 million yards in the current 
year. The output of handloom cloth and 
yarn has also gone up. It is hoped that 
about 1114 yards per head will be avail- 
able as against 9 yards last year, There 
is, however, every possibility of the de- 
mand being shrunk owing to the high 
prices and consequently the possibility. of 
the cloth export quota being raised in 
the near future is not totally ruled out. 
In fact, the suggestion that the mills 
raising their output above the peak re- 
corded in the preceding three years should 
be allowed to export the excess is likely 
to be accepted: by New Delhi in the im- 
mediate future. 


* 


The Government of India have decided 
to allow the export of castor oil and 
linseed oil during the year ending June 
. 1952 on the established shippers’ system. 
Crushers will come in as new comers. 
The quota for linseed oil for the quarter 
July-September has been fixed at 30 per 
cent. and for castor oil for October- 
December’ at 20 per cent. It has also 
been decided to license the export of 
3,000 tons of hard cotton waste to de- 
stinations other than Pakistan for the 
period July-December 1951, Allotments 
will be made on a provisional basis in 
the first instance. 


* * * 


The annual report of the Tata Iron and 
Steel Company for the period ended 
March 31, 1951 makes an _ interesting 


reading. The output of coke, pig iron,’ 


steel ingots and saleable steel amounted 
during the year to 978,000 tons, 1,112,000 
tons, 1,061,000 tons and 784,000 tons res- 
pectively constituting a fresh record since 
1943-44. The record production in the 
Company’s 40-year-old history was, how- 


Should the efforts suc-. 
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Racial Problems in Indochina 


ASPECTS OF A MINORITY PROBLEM 
By George Condominas (Paris) 


Relief rather than climate has govern- 
ed the distribution of ethnic groups in 
Indochina, Vietnamese communities for 
example, extend from Moncay on the 
Chinese frontier to Cape Camau at the 
extreme south of Indochina, but only in 
the lowlands—on broad deltas, as in 
Tonkin and Cochinchina, or on narrow 
coastal plains, as in Annam, At the sea- 
son of! their New Year, when Vietnamese 
in the north are shivering under chill- 
ing drizzles, those in the south experi- 
ence great heat; but, north or south, they 
share an aversion to the uplands, which 
they have traditionally left to other 
peoples, This attituae explains why 
twenty million Vietnamese live crowded 
together on less than 20,000 square miles 
of plains, achieving extraordinary rural 
population densities in certain regions, 


although the total area of Vietnam is — 


nearly 128,000 square miles. The remain- 
ing 100,000-odd square miles, mostly pla- 
teaus and mountains, are inhabited by 
only two million persons who belong 
to many tribes of different ethnic stocks. 

The southern part of the vast moun- 
tainous zone of Vietnam, from north of 
Hue to Bien-hoa in Cochinchina, is the 
home of proto-Indochinese tribes known 
by the Vietnamese term “moi’, Le., 
“savage,” or by their Laotian or Cam- 
bodian names (also pejorative), Kha and 
Pnong. These, the oldest inhabitants of 
Indochina, who number some 800,000 in 
various tribes, have remained at an ex- 
tremely backward technical level and, 
from the standpoint of social organiza- 
tion, have failed to develop beyond the 
village unit. They were originally push- 
ed back by the Thai from the northern 
mountains, in which there now remain 
only a few Kha villages, the rear guard 
of important groups that have managed 
to survive in northern Laos by sub- 
mitting to their Thai conquerors. 

The mountain peoples in northern An- 


ever, noted during 1940-41. For the first 
time, the Company rolled 135 Ibs. crane 
track rails and a new section of fishplates’ 
for it. Production of galvanised sheets 
was, however, lower owing to the short- 
age of sulphuric acid, Critical supply 
position of ferro-alloys and nickel ad- 
versely affected the production of alloy, 
tool and special steels. | 
Kirloskar Oil Engines Ltd., a concern 


Started in Bombay in ¢o0-operation with 


Associated British Oil Engines (Export) 
Ltd. and their associated concerns, has 
made good progress. The Company is 
now producing about a dozen oil engines 
i day though the output does not re- 
resent the full installed capacity, Short- 
age of raw material is the main handicap. 
These engines are, according to the chair- 
man, the lowest priced in the market, 
The dirficulty in getting forgings and a 
few other components has forced the 
company to manufacture most of these 
items locally. 


erops. The latter peoples, 


nam and Tonkin belong to different 
ethnic groups; the altitudes at 
they live vary in inverse ratio to the 


length of time that they have been in 


Indochina, Thus the Thai and the 
Muong have long cultivated the irrigable 
valley floors and _  iower foothills; 
while the Man, who arrived on the scene 
later, generally inhabit the slopes lying 
between altitudes of 1,300 to 2,500 feet; 
and the Meo and certain scattered Lolo 
elements occupy the highlands, All of 
the northern tribes are more advanced 


‘technically than the Moi, though the 


Man and the Meo (very often because 
of a lack of land suitable for growing 
paddy) practice shifting cultivation as 
the Moi do, whereas the Thai and the 
Muong resort to it only for secondary 
longer and 
more solidly established, have preserved 
their ancient feudal organizations which 
the Man, Meo and Lolo, in increasing 
measure the further south they live, 
have abandoned in the course of their 
many tribulations. By virtue of this 
fact, and also because of their greater 
numbers, the Thai and Muong occupy a 
dominant position among the various 
mountain peoples. 

Antagonism between relatively  ad- 
vanced civilizations based on lowland 
rice cultivation and backward tribes 
which they have displaced ana pushed 
back into unhealthful uplands is_ not 
peculiar to Vietnam, It exists in every 
country of Southeast Asia. What sets 
this problem apart in the'case of Viet- 
nam is the fact that, in contrast to other 


civilized Southeast Asian peoples, whose 


cultures are basically Indian in inspira- 
tion, the Vietnamese are related most 
closely to China, They are, moreover, 
immured within an extremely cohesive 
social system that rigidly prescribes all 
personal relations, -whereas these are 
more flexible among the other peoples, 
who are accordingly more _ responsive 
than the Vietnamese to contacts with 
their backward neighbors. In addition 
to their group solidarity, the Vietnamese 
exhibit marked demographic strength 
which enables them to encroach upon 
their neighbors. us, over the years 
they have digested Champa, penetrated 
Cambodia, taken root in Laos and in- 
filtrated Siam, 

Their social cohesiveness and demo- 
graphic vitality are buttressed by their 
technical superiority, which has in turn 
been enhanced by French colonization, 
For, of all of the Indochinese peoples, 
they have been the most eager assimila- 
tors of Western techniques; and, for the 
same reason as the Chinese, whom they 
resemble in several respects, they have 
been the principal medium of Westerni- 
zation in the areas inhabited either by 
backward minorities or by peoples with 
cultures derived from India. It is largely 
because of! these characteristics that the 
opposition between civilized and rela- 
tively primitive peoples in Southeast 


which 
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Asia is most clearly defined in Viet- 

This antagonism is at once apparent in 
the relations between the Vietnamese ana 
the tribes that are culturally farthest 
removed from them—that is the Moi 
whose numerous groups inhabit the Massif 
Sud-Annamitique, behind the densely-po- 
pulated Annamese coastal plains and 
Cochinchinese delta, In  pre-European 
days, contacts between the two people 
were infrequent and peripheral. The im- 
perial government had established only a 
few military posts in the Moi areas 
bordering the plains inhabited by Viet- 
namese in order to protect the latter 
against the uplanders’ incursions and to 
obtain from the hill people the luxuries 
desired by the government. But even in 
the military frontier areas the only in- 
dividuals who maintained regular c)n- 
tacts with the Moi were the eac-lai, Viet- 
namese merchants to whom the Hue 
government assigned a specific territory 
for trading purposes on condition that 
they would collect the tribute for which 
the Mci living there were liable, As far 
as the interior of the Moi country was 
concerned, cnly a few cac-lai ventured 
into it in pursuit of trade, The cac-lai’s 
calling was reputed to be dangerous and 
was followed only by outcasts, indivi- 
duals whom their native villages had ex- 
pelled and whose reckless behavior and 
excessive demands aroused violent reac- 
tions among the Mei, This intercourse 
provided the Vietnamese with nothing 
more than a few medicines and other 
highly-prized items, such as elephants— 
luxuries, in short. But for the Moi, who 
were wholly dependent on their neigh- 


bors for salt and, in large part, for iron,\ 


buffalces, jars, metal pots, and gongs—all 
articles of prime importance in their 
contacts were indispens- 
able. 

With the advent of French administra- 
tion, these relations altered radically. By 
its decision to establish the Indochinese 
frontier on the Mekong River, the French 
government was forced to secure firm 
positions in the Moi hinterlands. Mcst of 
the militia that occupied the country, 
under French supervision, was recruited 
from among the Vietnamese, and these 
were followed in due course by their 
compatriots, merchants and artisans, who 
settled in the vicinity of military posts, 
which in due course became ad:ninistra- 
tive and commercial centers. For a long 
time. all government clerks and medical 
attendants were Vietnamese. Then the 
plantations imported manual laborers 
from the coast, and other form of im- 
migration ensued—that of market-gar- 
deners, especially around Dalat and Dran. 
Thereafter Moi-Vietnamese contacis not 
only broadened but extended into the 
heart of the Moi country, where sizable 
Vietnamese colonies established them. 
selves on the best lands. | 

In the early years of their administration 
of the Moi areas, the French were mainly 
preoccupied with two problems: admini- 
strative organization and Vietnamese im. 
migration—the latter being necessary to 
provide a labor supply for the development 
of these under-populated districts. With 


regard to the first, the French sought to 


establish direct rule, In 1898 Governor 
General Doumer determined to eliminate 
the cac-lai, whose exactions were evoking 
Moi reprisals against Vietnamese villages, 
and, with the aim of preventing future 
marauding expeditions, to replace the 
cac-lai with an effective military oc- 
cupation of the Moi areas in southern An- 
nam, In 1923 the Chief Resident of Annam 
(P. Pasquier) decided that the Moi should 
be placed under governors and judges 
of their own race. This slow evolution, 
accelerated by the situation arising out 
of the present conflict, resulted in the 
creation in May 1946 of the Federal Gov- 
ernment Commissariat (later the Delega- 
tion. of the High Commissariat) for the 
Upland Peoples cf Southern - Indochina, 
the effect of which was to detach the five 
Moi provinces of Darlac, Haut-Donnai, 
Langbiang, Pleiku and Kontum from the 
Vietnamese complex, and more particu- 
larly from Annam, with the object of 
making them an area of! direct administra- 
tion. This action evoked lively Viet- 
namese protests, initially on the part of 
Viet Minh representatives at the Fon- 
tainebleau Conference in 1946, and later 


| by Bao Dai after the French had restored 


him to his throne, The position of the 
Moi in this matter may be gauged from 
the fact that when, in May 1949, their 
district chiefs came, as is their yearly 
custom, to Ban Me Thuot to take the oath 
of allegiance to the High Commissioner, 
they had to address themselves equally to 
Bac Dai, 

With respect to Vietnamese immigra- 
tion into the Moi country, French policy 
has shifted frequently, showing fair con- 
sistency only in the Kontum area, where 
Catholic missionaries created a Vietnam- 
ese Christendom. Elsewhere the pattern 
has varied. In Darlac, for example, one 
Resident (Sabatier), a man of very strong 
personality who held office for fourteen 
years, wanted to protect the local people 
(Rhades) from outside influences by vir- 
tue of employing the fewest possible 
Vietnamese auxiliaries, and_ therefore 
barred the district to both Vietnamese 


and European colonizers; but, after his 


removal in 1926, the district was 
opened to European, though not to 
Vietnamese, immigrants. Since the Moi 
were not only few in number but 
also disinclined to work on_ the 
plantations; it proved necessary even- 
tually to permit a _ limited immigra- 
ticn of Vietnamese laborers under gov- 
ernment supervision, After the French 
reoccupation of the Darlac Plateau in 
1946, Vietnamese who could not produce 
proper credentials were automatically 
suspect; and, as a security measure, the 
area was again closed to immigration, 
Since the existing Vietnamese. communi- 
ties could not supply as many laborers 
as were needed, the amount of work re- 
quired of the Moi was increased to in- 
clude compulsory labor on the planta- 
tions.. Any attempt now by the French 
local administration to eliminate or even 
slightly to reduce the amount of such 
compulsory labor is bound to be frustrat- 


ed by the obdurate opposition of the 
plantation owners. The activities of the 


administration will, therefore, have to 
be confined in the immediate future to 
promoting Moi development by means of 
improved public education and health. 


* 


The nuclei of Vietnamese colonizmuon 
established in the uplands by the French 
to serve their needs for auxiliaries and 
manual laborers ultimately provided de- 
mographic outlets for the neighboring 
Vietnamese areas, even though most Viet- 
namese continue to dislike the hill coun- 
try. Accordingly, despite the French 
restrictions on Vietnamese immigration, 
the uplands became a colonial area not 
only for a few European administrators 
and exploiters but more especially for 
multitudes of Vietnamese immigrants. 
Today two peoples at very different stages __ 
of technical and cultural development 
live there in close proximity. On the one 
hand are the Mai, whose horizon ends at 
their village boundaries; who are divided 
among numerous tribes and lack cohesive-_ 
ness even at the tribal level; who are 


demcgraphically inert and dependent on 


rudimentary techniques; and who there- 
fore suffer from a deep rooted inferiority 
complex towards their Vietnamese neigh- 
bors. On the other hand, the Vietnamese, 
whose solidly-organized communities re- 
ceive constant reinforcements from the 
coastal plains, press outward from their 
established communities, Their over- 
whelming technical superiority, enhanced 
by a notable receptivity to Western in- 
fluences, enables the Vietnamese to best 
the Moi in all of their dealings with them 
—particularly since French rule has had 
the effect of multiplying the “needs” of 
the Moi (for textiles, ready-made clothes, — 
brine, dried fish, rice brandy, etc.) and > 
hence of increasing their economic de- 
pendence on their Vietnamese purveyors. 
At the same time, improvements in 
Western-style medical facilities and 
means of transportation have lessened the 
Vietnamese demand for Moi products 
which, in any case, Vietnamese are now 
in a position to obtain by themselves. 
Nowadays the Moi are of interest only 
to Vietnamese merchants, as customers 
for some of the latter’s wares. 

In any newly-colonized backward area 
that offers a demographic outlet to im- 
migrants, the fate of the indigenous people 
depends on the good will of the new- 
comers, who may either allow them the 
means for limited survival or overwhelm 
and obliterate them, The history of 
colonization by white peoples, notably in| 
North Africa and in the Southwest Paci- 
fic, offers a wide range of examples of 
this process, The situation of the Moi 
is particularly dangerous, not only be- 
cause their country adjoins that of the 
invaders, but also because the latter are 
driven by a new-found nationalism which 
tends to ignore its own past travails and: 
to demonstrate its vigor by seeking to 
impose on alien peoples a domination not 
unlike that from which it is seeking to 
free itself. At the present moment, how- 
ever, nationalists serving with the French 
forces in Vietnam have little interest in 
the upland areas of the country. Their 
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FINANCIAL REPORTS 


FLIGHT CAPITAL IN HONGKONG 
AND THE COLONY’S PROSPERITY 


Hongkong has always been acting as a 


financial storehouse for China but during © 


the postwar years of civil disturbances in 
that country which culminated in 1949 in 
the occupation of the whole territory by 
the communists the flow of flight capital, 
in every form, from Chinese centres to 
the Colony assumed unprecedented pro- 
portions. Merchants, manufacturers, poli- 
ticians and army commanders, wealthy 
persons from almost every corner of 
China moved into Hongkong, for 
fear of war  depredations while 
the KMT-Communist struggle was 
still on and later when the CCP had 
taken over in anticipation of confiscations 
by the new masters, such assets as China 
produce, factory equipment, diamonds and 
_Gewelery, motor cars and any kind of 
durable consumer goods, currency in Chin- 
ese, Hongkong, US and other bank notes, 
gold, silver and other precious metals, 
ete. The capital flight from China hit 
also other countries, especially the US 
where already from before the outbreak 
of the Sino-Japanese war in 1937 many 
Chinese govt officials and private in- 
dividuals had started to pile up their 
fortunes. After 1945 this capital move- 
ment gathered momentum until the com- 
munists, in the earlier part of 1949, 


started to occupy ever aes portions of 
China proper. 


When in 1947 and 1948 the flight of 
capital from particularly Shanghai 
aroused the attention of the people of 
Hongkong there were fears here express- 
ed that cost of living would rise as a 
result of the enormous amount of new 
capital brought into the Colony, and any 
imaginable sort of speculation would be 
indulged in by the newcomers. These 
fears came true but at the same time the 
local community greatly benefited from 
the influx of capital just as well as from 
the immigration of skilled workers and 
technicians—the Shanghai worker having 
enjoyed, with full justification, a high 
repute for efficiency and adaptability. 


Hundreds of millions of HK$ were in- 


vested in productive enterprises by the 
emigres, new factories, godowns, apart- 
ment houses, hotels, theatres, amusement 
places from the modest to the most ambi- 
tious were constructed, whole streets and 
suburbs were built—one must have seen 
the colossal amount of new building, of 


Speculation, 


ployment for tens of thousands was found. 
to be sure, flourished—the 
good old Shanghai habits of ‘making a 
living’ could not be changed in so:short a 
time. Not all speculative’ manoeuvres 
ended happily for the Shanghai financi- 
ers; in the gold speculation they suffered 
very heavy losses and many very wealthy 
men cf Shanghai .fame almost went 
bankrupt. 

In spite of the enormous investments 
made, the erstwhile emigres, now respect- 
able residents, held and continue holding 
very large amounts in so-called idle cash 
—local currency, US currency and funds 
in New York, gold bullion ete. New in- 
vestment proceeds apace—e.g. at the 
present moment ten new cinema houses 
are under construction, several modern 
hotels and restaurants, residential flats 
and bungalows are being erected. But 


Hongkong, at the present highly develop- 


all types, in Hongkong to appreciate the | 


contribution which this emigre capital 
from China has made to the general pro- 
gress and prosperity of Hongkong. But 
apart from these investments, a large 
number of trading and banking and trans- 
portation firms .were established and em- 


nationalism is directed particularly 

against upholders of racial discrimination, 

and it has social significance only insofar 

as it endeavors to wrest the powers of 

_ government from the hands of the Euro- 
pean caste. 

The Viet Minh revolutionaries are 
something else again, Like all contem- 
_perary Asian popular movements, the 
Viet Minh revolution draws its inspira- 
ofion from Marxism—much as the nine- 
teenth-century movements in Europe 


draw theirs from ideas dramatized by the. 


French Revolution, Aware of the needs 
cf ethnic minorities, the Viet Minh formu- 
lated a program reserving administrative 
autonomy to indigenous peoples in Viet- 
nam, Its first step in this program was 
to enlist the Moi in the general struggle 
for independence by indoctrinating liter- 
ate individuals among them and making 
these responsible for disseminating pro- 
paganda by word of mouth throughout 
their territory. But the shortness of time 
‘available for such indoctrination, which, 
moreover, had to combat Moi apathy and 
distrust of anything Vietnamese, prevent- 
ed an early realization of this scheme. 
When the French forces arrived on the 
scene, they capitalized on the prevailing 
antagonism and speedily recruited large 
numbers of Moi as soldiers, This deve. 
lopment caused a temporary stiffening in 
the Viet Minh attitude toward the Moi, 
but eventually the original indoctrination 
program was reinstituted, the more easily 
since the indigenous political cadres had 
fallen back with the Viet Minh troops— 
and are ready to act at the proper mo- 
‘ment, 

There is little reason to anticipate a 


major change in the population pattern in 
the Moi country. The Moi will probably 
remain scattered; compact groups of Viet- 


namese will continue to occupy the choice 


areas; and segregation rather than fusion 
will prevail. At present, Vietnamese 
villages may adjoin Moi settlements, and 
Vietnamese towns 
houses and one or more European dis- 
tricts) lie between Moi villages, but no 
Moi huts appear among the Vietnamese 
houses. Even when Moi are employed in 
the towns, they return each evening to 
their own ‘villages, And. while Europeans, 
wherever they may be established, are 


‘obliged to hire natives for minor positions 


(often as domestic servants), the Viet- 
namese are enabled by their family and 
social structure to find such Workers 
among their own kind, 

There is, likewise, no: reason to 
major changes in the respective ways of 
life. The Vietnamese will almost certain- 
ly maintain their monopoly of trade, raise 
garden or other cash crops, and perhaps 
exploit such few local industries as can 
be developed. The Mei will be content 
to work their relatively poor land by 
traditional methods of shifting cultivation 
or by primitive farming of irrigated 
paddyfields where such exist. Whoever 
is interested in enabling the Moi to play 

a significant role in the development of 
their country will have to wage an inten- 
Sive, sustained struggle against such im- 
pediments as illiteracy, ignorance of mo- 
dern medicine, agrarian inefficiency and, 
in sum, against a primitive state of mind 
that inhibits acculturation, Only thus 
can this people escape cultural suffocation 
by its Vietnamese neighbors, 


(containing Chinese 


ed stage, cannot absorb very great in- 
vestments; a saturation period has set 
in and while the urbanisation of outlying 
districts continues at a fast pace, the 


question of financing of new industries | 


ete. should be very cautiously approached. 

There have been also capital exports 
from Hongking, to the US, to Australia 
and other sterling area countries, and to 
Far Eastern neighbors. After the out- 
break of the war in Korea and the initial 
set-back suffered by the UN forces, there 
were many nervous people who sent their 
money abroad as they believed that the 


communists would sooner or later start 


aggressive action against this place. 
Compared to the amount of new invest- 
ment in Hongkong, the capital exodus was 
insignificant. Abroad it was however 
believed that every capital, giving as’ its 
former domicile Hongkong, represented 
‘flight capital from Hongkong.’ This 
was not so; Chinese emigres who 
come to Horgkong in the first place for 
a ‘rest’ preferred to venture into new 
countries such as Malaya, Siam, the 
Philippines or one or two of the Latin 
American republics, provided that they 
obtained visas from foreign governments. 
Many such investors first established 
enterprises in Hongkong and then, when 
they had succeeded locally, they started 
new businesses in Singapore, Bangkok ete. 

But investment opportunities in Singa- 
pore and Bangkok were not what they 


seemed to the Chinese would-be 
emigrants. In the first place, the au- 
thorities in most Far Eastern countries 


have adopted since after the end of the 
last war severe restrictive policies regard- 
ing Chinese immigration and exceptions 
are now rarely made. That goes _parti- 
eularly for Siam and for Singapore and 
Malaya; the Philippines having §alto- 
gether prohibited the entry of Chinese. 
As far as the Hongkong financial au- 


thorities are concerned they do not place 


any difficulties in the way 
import or export. Only if exchange 
transactions, especially arbitrage, are 
intended will the local Government try to 
prevent transfers; otherwise the policy 
of Hongkong, as in trade, remains one 
of non-interference, of free exchange of 
goods and money, 

It is surprising in view of the alarmist 
tendency of news-reporting that an in- 
vestigation of current financial thinking 


of capital 


had 
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in Hongkong reveals that there is strong 
confidence in the security and the future 
of this place. This confidence is express- 
ed in facts: ever rising investment, re- 
placements, modernisation. The war 
scare and the ‘communist peril,’ it seems, 
have not caused real jitters among the 
well-to-do sector of the community, The 
city is expanding in all directions, it 
glitters as never before and is _ not 
@ashamed to show off its riches. When 
travellers and tourists, after having seen 
many cities in the Far East and Southeast 
Asia, compliment us on our healthy and 
happy appearance we graciously take 
their words as just tribute to our achieve- 
ment—for which we have to thank a 
_ number of factors without the interplay 
of which this place would be less plea- 
sant to live in. These factors are a stable 
and efficient government, a civil service 
known for its integrity, financial securi- 
ty as the local dollar is linked to sterling, 
a free exchange market, a free port 
studded with banks, insurance companies, 
warehouses, dockyards, specialised com- 


the facilities shipping companies can 
wish, an industrious population, venture 
capital from many corners of the world. 
But without the unrest in China _ the 


modern development’ of Hongkong would 


not have proceeded at such speed. The 
security of Hongkong was the main at- 
traction for the harassed Chinese. 

The stock and share market of Hong- 
kong has recently when the Korean war 
appeared to approach a negotiated end 
shown new vigor and there has been a 
great deal of activity. Prices advanced 
steadily and after having reached the 
highest of this year continue firm and 
prospects are favorable for further im- 
provements, Outport interests have re- 
appeared; perhaps the long-neglected local 
shares become inviting propositions for 
an overtaxed and dividend-limited inves- 
tor hailing from other parts of the Orient 
and Occident? Until a few months ago 
there were first-rate industrials selling 
at so low a price that the yield approach- 
ed 20%, in some instances 30%. From 
beginning of this year when the level was 
beginning of 


mercial firms, a modern harbor with all 


at its lowest until the 
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August such industrials improved up to 
50% in market price. The yield conse- 
quently declined but is still far above 
anything other Far Eastern markets can 
offer. The local companies are conser- 
vatively managed and their average pro- 
fits are very satisfactory. 

The success of the communists in China 
was interpreted here as heralding a 
period of political. anxiousness for the 
Colony, and the outbreak of the war in 
Korea, particularly the intervention of the 
Chinese communist armies in the north, 
caused many shareholders to liquidate at 
cut-throat prices. British merchants and 
investors were however holding firm to 
their possessions and many cautious hol- 
ders added during the period of siump to 
their portfolios. Today their faith in 
Hongkong is vindicated and buyers of the 
slump period must be satisfied with their 
foresight and the great profits they made 
wy capital appreciation of all public 
companies, 

The low corporation profits tax of 
1214%4% has acted recently as a further 
inducement to share price improvement. 
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It has transpired that Government will not 
consider any further raise in the income 
tax. In line with the share market boom 
there has been, over the last 2 months, 
considerable appreciation of land prices 
particularly in certain’ residential and 
industriai sectors, 


THE ORIGIN OF THE RUPEE 

While the evolution of the rupee is 
somewhat more obscure than that of most 
modern European coins, the available 
facts suggest the probability that it is 
of remote Roman derivation. Although 
the modern rupee, as a silver coin of 
180 grains, was first struck by one of the 
Mogul emperors about the middle of the 
14th Century, earlier silver coins known 
as rupees, or tankas, of about 178 grains, 
had long been circulating in the northern 
Indian States, having been introduced 
into India by the Arab conquerors, about 
1200. It is clear that the Arabs patterned 
their currency system after that of the 
Byzantines, who of course, derived theirs 
directly from the Roman Empire. 

There has been in the early stages of 
almost every civilization an identity be- 
tween measures of weights and measures 
of value, which persists even to today in 
monetary terminology. This confusion 
arose because, when trade progressed 
one step beyond the level of mere barter 
into the most primitive stages of a 
money economy, valuable or _ useful 
metals began to circulate as media of 
exchange, but were first exchanged in 
trade only as metals, i.e., by measuring 
the weight or bulk upon every transac- 
tion. But this was, of course, an exceed- 
ingly cumbersome procedure, and one 
further step was eventually taken, con- 
sisting in the casting of such metals in 


crude bars or forms, representing uni- ° 


form weights, and stamped with the 
mark or seal of some ruler certifying 
as to the correctness of the weight and 
the fineness of! the metal. These rough bars 
were the first approximation of modern 
coins. An identity between weight and 
value was thus established at this early 
period, and currency units were frequent: 
ly known by the same names as the 
weights with which they corresponded. 
Despite continuous debasement of the 
currency in almost every country, so 
that the relationship between the value 
of the monetary unit and the value of 
its “weight” in gold or silver has been 
totally lost. the names of weights for 
units of value have survived into the 
modern world, Thus, we still have the 
pound sterling (originally pound of ster- 
lings, small silver coins), libra, lira, 
kyat, tical, etc. 

One of the first of these primitive 
“coins” was the Roman aes or as, minted 
as early as 338 B.C., and consisting of 
a pound of bronze. The aes was divided 
variously into semis (halves), triens 
(thirds), quadrans (quarters) and sextens 
(sixths), but its smallest division was 
the uncia, or twelfth. The word uncia 
in Latin means simply a twelfth, and 
is akin to inch, a twelfth of a foot, but 
the original uncia also corresponded, 
of course, with one ounce troy weight, 

With the passage of time the aes was 
periodically reduced in weight and value, 
finally becoming itself only an ounce 


of bronze, or one twelfth of its original 
weight. As its value was now too small 
to be a convenient standard, a new, sil- 
ver coin, the denarius, was introduced. in 
the 3rd Century B.C., and rapidly be- 
came the principal coin, In fact the 
“denier” survived into the Middle Ages 
as the principal coin of Medieval Europe, 
and the word in derivative form is still 
in use today; this is the ‘d’ of the British 


abbreviation for pence, while in some 
Arabic countries the “dinar” has suffered. 
less depreciation and remains the basic 
currency unit. 

But the original denarius could no 
more escape ‘tampering than any other 
coin. Initially consisting of ten bronze 
aeses, it was later raised to twelve, and 
eventually, in 135 B.C,. to sixteen aeses 
Thus Rome deliberately abandoned a 
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decimal relationship. The increase of the 
number of subsidiary units in a larger 
uns was an alternative method of de- 
hasement redounding to the benefit of 
the ruler if he held a large stock of specie 
in his treasury, In the time of Augustus 
the denarius was fixed at one eighty- 
fourth of a pound of silver, but this 
weight was altered several times during 
the latter period of the Empire, finally 


to one seventy-second of a pound (i,e., 80 


grains) by Constantine. 
After the fall of the Western Empire 


the Roman currency system was trans- 


ferred to Byzantium, and the Arabs, who 
were then unfamiliar with coinage, 
adopted the Byzantine coinage as they 
overran that country. At the height of 
the Arab conquests, between the 8th and 
12th Centuries, Moslem power and in- 
fluence extended from Spain to China, 
and their coins were undoubtedly circulat- 
ed throughout that area. Byzantine and 
Arab coinage was, in fact, far more im- 


_ portant than that of Western Europe 


during the Middle Ages, and was widely 
used as an international medium of ex- 
change, The dinar was one of the most 
common of the Arabic coins. 


Coinage had meanwhile had an inde- 
pendent origin in India, but had early 
been modified by Greek and Roman in- 
fluence, one coin thought to have been a 
copy of the Roman denarius being struck 
as early as the lst Century B,C. The Arab 
invaders, who first reached India in the 
8th Century, and finally conquered the 
northern part of the country in 1193, 
however, introduced their own coin, the 
silver tanka, or rupee, of about 178 grains, 
This coin, the forerunner of the present 
rupee, was almost certainly derived from 
the Arabic dinar, and, remotely, from 
the Roman denarius. 

In 1542 the currency of the Mogul 
Empire of northern India was reformed 
by Sher Shah, and the rupee redefined 
as a Silver coin of 180 grains or one tola. 
This standard was maintained by sub- 
sequent Mogul emperors with surpris- 
ingly little variation, and was ultimately 
adopted by the East India Company and 
the British government, This does not 
mean, however, that the rupee held un- 
challenged superiority in medieval India, 
or that it has been entirely uniform since 
the time of Sher Shah, On the contrary, 
when the British first established them- 
selves in south India, the principal coin 
of that area was the gold pagoda, sub- 
divided into fanams and into cash, and 
it was this coin that was then most wide- 
ly used in trading around the Bay of 
Bengal and which the East India Com- 
pany first minted on its own account, in 
1639. But the Mogul Empire, which had 
not yet reached the peak of its power, 
later gained the wider influence, and its 
rupee eventually superseded the gold 
pagoda. With the fall of the Mogul Em- 
pire, in the late 18th Century, confusion 
in the currency again ensued, the uniform 
standard was lost, and disparate rupees 
of varying weights and. fineness were 
struck by the numerous native states. 
This confusion was finally terminated 
when the British obtained general coin- 
age rights in India in 1835, and standar- 
dized the rupee again at 180 grains. (The 
East India Company’s original sicca 


rupee*, minted at Calcutta, contained 
176 grains of pure silver, but this was 
later reduced to the present standard of 
165 grains of silver, which corresponded 
more closely with "the slightly debased 
silver coins which it supereded), Coinage 
rights of most of the native Indian states 
have subsequently been terminated. 

It is interesting thus to note that 
European and Indian coinage have had 
a common origin, and that the present 
subsidiary division of the rupee into 
sixteen and then into twelve units has 
its prototype in the Roman currency, 
No systematic attempts at decimalisatior 
of currency have been made until relative- 
ly recent times; indeed, decimalisation 
would have been of little advantage to 
the Romans with clumsy numerals, The 
numbers 4, 8, 12, 16, 20 and 24 have all 
been common at different times and 
places as the divisions of major currency 
units into minor units, but the most 
general has been the division of. the 
pound (livra, or livre) into 240 pennies 
(or denarius), which was established by 
Charlemagne, and the majority of Eu- 
ropean countries followed some adaptation 
of this system until decimalisation. <A 
system exactly parallel to that of India 
was, however, introduced in Germany 


in the Middle Ages, where the mark 


was reckoned at sixteen shillings of 
twelve pence each, : 


BURMESE CURRENCY 


Burma has had only very brief ex-> 
perience with her own minted currency, 


Aside from an abortive issue of silver 
and copper coins by King Bodawpaya in 
1797, which failed because his coins lacked 
a metal content equivalent to their stated 
valuej, so that merchants refused to 
accept them, no. distinctive Burmese 
coinage was issued until 1861. 

But there was, of course, a Burmese 
currency, This consisted, as in. other 
primitive economies, of metals cast in 
rough bars, and weighed and assayed 
upon each important transaction, Con- 


sequently, the same duplication between 


units of weight and measures of value 
as has been already commented upon 
arose also in Burma, In the earliest days 
of European contact with Burma the com- 
mon medium of exchange was ganza, 
or bellmetal, an alloy of cooper and lead, 
stated to be worth (in 1650) 16 shillings 
per viss, 

During the 19th Century the principal 
money current in Burma was silVer bul- 
lion in various stages of purity, the most 
common standard being yowetni, about 
88 per cent pure, This was most com- 
monly measured by the kyat or tikal, of 
252 grains, and was therefore equivalent 
to approximately 1-1/3 Indian rupees, In 
the Burmese system of measurement, 
however, the kyat was divided into ten 
moos (mus), while each moo consisted of 
sixteen ywes. The ywe was a minute 
measurement similiar to the grain in the 
English system; it supposedly represented 
the weight of one small seed of the abrus 
precatorius, or licorice plant, Copper was 
no longer used as currency in the late 


* Sicca Rupee is current in Hyderabad State 
even today. 

*¥ King Bodawpaya ar be described, for this 
episode, either as “dishonest” or as ‘“‘far in ad- 
vance of his time.” 


days of the kingdom, but crude lumps of 
lead were commonly passed as small‘ 
change. Indian coins, originally the gold 
pagoda of south India and later the silver 
rupees of the Mogul States, were also 
current in Rangson and coastal cities, 
although as recently as 1850 travellers 
reported that silver bullion was prefer- 
red to rupee coins by merchants in Upper 
Burma. 

The use of unminted silver as the prin- 
cipal currency medium represented, of 
course, a serious burden upon commerce, 
An assayer or pweza had to be present 
at every important transaction to pass 
judgment upon the quality of the metal, 
receiving a fee of 1 per cent of the value 
of tne sale for his services. The confusion 
inherent in this currency system even 
gave rise to a dispute between the British 
and the Burmese over the indemnity to 
be paid after the First Burmese War. 
This indemnity had been mentioned in 
the Treaty of Candabo as “seventy-five 
lacs of! ticals of good silver, which is 
one crore of rupees’, but the treaty had 
failed to specify the quality of silver in 
which the indemnity was to be paid, The 
alternative definition of! the debt in terms 
of rupees did not settle the issue, as the 
rupee itself was not yet uniform at that 
time. 

The Indian rupee became the legal 
standard in Lower Burma after the ces- 
sion of those provinces to the British, 
and King Mindon’s shortlived coinage of 
1861 was also adopted after that of British 
India. After 1885 the Indian coinage was 
of course extended to all of Burma and 


has remained the legal standard almost to. 


the present. As the kyat, a unit of cur- 
rency already familiar to the Burmese, 
corresponded roughly with the rupee, 
that term was transferred to the new. 
coin, while annas were translated into 


Burmese in terms of moos, the half-rupee 
becoming a nga-mu, Thus the old story 
of a separation between the value of 
coins and the weights for which they. 


were named was repeated once again. 
It is significant to note that the rupee 
continued as a coin of intrinsic value in 
terms of its slver content until 
when the British government debased it 
by reducing its content of fine silver to 
50 per cent, thus marking the end of 
an age-old relationship. A few years later 
the silver rupee was discontinued alto- 
gether, so that now the rupee and, its 
subdenominations are merely token coins. 
Many old rupees still circulate in Burma, 
but they do so as bullion rather than as 
currency. 

Although Burma now has its independ- 
ent coinage and currency, the Burmese 
rupee is still linked indirectly to the 
Indian rupee, as both are defined at one 
shilling and_ sixpence in sterling. But 
because the Burmese rupee is actually 
less valuable than the Indian rupee, in 
terms of purchases that may be made 
with it, the latter sells at a premium on 
the open market. 


Rangoon Exchange Rates 


Sterling U.S. Dollars 
Selling T.T. & O.D. 1/5 31/32 477 1/2 
a B.C. 1/5 15/16 478 1/4 
Buying T.T 1/6 1/32 475 
O.D. 1/6 1/16 472 1/2 
3 m/s L.C. 1/6 1/8 470 


The Hongkong open exchange market 
deals in Burmese rupees largely be- 
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cause of the overseas Chinese re- 
mittances made from Rangoon to this 
Colony and to China, The rates are in 
conformity with the free or black market 
rates observed in other Far Eastern coun- 
tries. Against the official rate the Burm- 
ese rupee is about 28% discounted on the 
open market, and. against the free market 
rate of the Indian rupee the Burmese 
rupee is abcut 25% lower. There is daily 
business done in Burmese drafts and 
notes but fluctuations are rare, the local 
rate having been. for months in the neigh- 
borhcod cf 87—89 cents per one rupee; 
recently, as a result of improving condi- 
tions in Burma and the abating civil war 
there is better demand for rupees especi- 
ally in India which development will in 


due course favorably affect the Burmese 


rupee cpen market rate 

The Indian rupee, being the principal 
currency in Southeast Asia, maintains its 
value on all free exchange markets but 
in Hongkeng, as a result of illicit gold 
shipments from here to India directly or 
via Singapore, there is always an excess 
amount of rupees on offer. Consequently, 
the local free market quotes them at a 
slight discount depending on the tech- 
nical position of demand/supply in 
rupees; the discount moving around 2 
to 9% 


FOREIGN BANKS IN CHINA & JAPAN 

While foreign banks in China are in- 
creasingly closing their offices there, 
maintaining more or Jess skeleton staffs, 
they have resumed prewar banking busi- 
ness in Japan and have opened all prewar 
branches, The Hongkong & Shanghai 
Banking Corp. Agency in Osaka has com- 
menced operation on 20th August, thus 
bringing the Bank’s branches in Japan 
te four, viz, Tokyo, Yokohama, Kobe and 
Osaka, In China the Bank now only 
operates three branches (in~ Peking, 
Shanghai and Tientsin). The Chartered 


Bank operates now 4 offices in Japan | 


(same cities as Hongkong & Shanghai 
Banking Corp.) and 2 in China (Shanghai, 
Tientsin). The Mercantile Bank operates 
two Japan offices (Tokyo, Osaka) and 
one in China (Shanghai), American 
banks in China have all closed down. 
The Netherlands Trading Society, the 
Banque de 1l’Indochine and the Belgian 
Bank each maintain one office in China. 
The two Netherlands banks in the Far 
East among themselves operate five bran? 
ches in Japan. 


HONGKONG FREE EXCHANGE 
& GOLD MARKETS 


During the last few weeks there has 
been a slow build-up of the US$ rate. 
This trend has been observed from the 
time the British financial authorities ex- 
plained that the position of sterling, fol- 
lowing the intensified rearmament drive, 
was liable to be affected. When statistics 
of trade and international payments were 
recently published in London the public 
learned that there was, once again, some 
occasion for anxiety. about the exchange 
relationship between £ and US$. This 
feeling was also expressed in Hongkong. 
As overseas crossrates on free markets 
declined, the local market could not but 
follow suit, A psychological situation 
has subsequently arisen which influenced 


buyers and sellers, and which tended to ed lack of confidence in the maintenance 


depress the value of HK$ in terms of US$. 

In addition to the factors genuinely 
affecting the position of sterling vis-a-vis 
the US$ there is in Hongkong a large 
number of professional speculators who, 
for want of any better employment of 
their huge funds (when taken in the 
aggregate), always are on the lookout 
for some ‘mischief. These speculators 
had for a considerable time calculated 
on the possibility of an upvaluation of 
sterling—there were for a time world- 


wide rumors speaking of the greatly im- 


proved position of sterling and the in- 


creasing dcllar earnings of the sterling 


area, and the consequent advance of the 
value of sterling in terms of US$ and 
other hard currencies which shotild lead, 
it as argued, to an alteration in the offi- 
cial crossrate to, say, US$3. In this anti- 
cipation there had been a lot of US$ sell- 
ing and hedging in sterling area curren- 
cies, These rumors were well supported 
by economic facts but the Korean war 
changed the outlook and during the 
earlier months of this year the financial 
world became aware of the possibility of 


a deterioration of sterling unless the Bri- | 


tish Govt. was to exercise stricter controls 
over trade with the hard currency coun- 
tries, This is being done now but never- 
theless the impression of the public as 
gained from various ominous statements 
by responsible officials in London has not 
been too favorable. Speculators are now 
banking on weakness of sterling in free 
markets and they act accordingly. ; 

With this underlying feeling of uneasi- 


- ness about sterling the market here show- 
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of the present HK$ rate vis-a-vis US$- 
Holders of US$ funds, recipients of US$. 
drafts, exporters who obtained proceeds 
in US$ were averse to offering them, ex- 
pecting higher rates, This temporary 
scarcity in US$ was aggravated by in- 
flated demand coming from. speculators: 
and hedgers and, very significant, from 
merchants. The term ‘merchants’ includes 
also agents cf the Chinese communist 
authorities as these agents were, in the 
same expectation as private business men, 
hoping for a relaxation of the US embar- 
go on shipments to China, Hongkong and 
Macao, The feeling has been gaining 
ground that an armistice in Korea will 
be signed and that the communist aggres- 
sion, for want of sufficient military 
strength, will be called off; at the same 
time, Peking will indicate its ‘peaceful- 
ness’ and may even throw sand in the 
eyes of the democratic nations by fabri- 
cating Tito rumors so as to soften the US. 
policy of economically blockading the 
Mao Tse-tung regime. 

Merchants therefore are of the opinion 


that US exports may soon be selectively 


resumed and in this belief they have been 
supported by the Chinese communist 
agents. As yet US commodities are diffi- 
cult to procure though thanks to London 


intervention and HK Govt. sclemn de- 


clarations about the bona fides of local 
manufacturers and merchants, requiring 
respectively US goods for their factories’ 
continued operation and for the supply 
to the local market as well as to non-red 
countries in the Far Bast, there has been 
a slowly expanding volume of American 
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goods, and the public has become used 
to importers’ advertisements in local 
papers where the shipment of US goods 
is promised provided that the necessary 
guarantees are given by the prospective 
buyers, i.e. that. no re-export to China 
will be attempted, 

Merchant demand for US$ has there- 
fore risen and as there is some fear that 
the rate off US$ may further strengthen 
many prospective importers have laid in 
a stock of US$. Dealers have started to 
buy US notes in addition to drafts and 
TT. If it were cnly speculators and mer- 
chants buying US$ the rate would not 
have advanced so fast; but the gold im- 


- porter has remained all the time in the 


market and he is at present an even more 
insistent collector of US$ funds as the 
local trading stock has declined and re- 
quires replenishment. This matter of 
replenishment is rather an urgent one. 
Our re-exports are booming, Imports 
via Macao are behind schedule, Though 
profits are small there is a number of 
Chinese bullion dealers—or better say 
cutsiders who have ventured into the 
gold trade for want of any better capital 
employment, such people being frequent- 
ly Shanghai immigrants whose floating 


funds can be counted in millions of US$— . 


who are satisfied with the little they can 
get cut of importing gold via Macao into 
Hongkong. It is a curious fact that all 
the seizures. of local revenue (customs) 
officers, which yielded up to now approx. 
US$14 million to the treasury, have not 
had any effect on the smugglers; losses 
of certain cliques were punishing and one 
‘organisation’ quit the field only to en- 
courage the others to go into this business 
with a vengeance. Bangkok, Singapore 


214,000 sq, ft, vacant land. 


9 


For further information apply to: 


PROPERTY FOR SALE 


sq. ft. vacant land with a harbour frontage of 400 ft. 


WEST POINT, a godown 178’ X 42’ X 26’ in a compound 


Asiatic Petroleum Co. (South China) Ltd. 
Operations Department 


and India remain good buyers; and Hong- 
kong’s bullion merchants, thanks to the 
now better than ever organised import 
and export ‘transport experts,’ are deter- 
mined to reap profits from this oppor- 
tunity—by grace of Macao, 

In recent weeks gold importers have 
been buying TT New York in larger 
quantities than was required for payment 
of bullion contracted or received (as the 
case may be, some importers making 
payment in TT New York when the pre- 
cious cargo has been discharged in 
Macao, others pay a deposit, some pay 
the full amount in advance, i.e. about 10 
days before the airlifted treasure arrives 
in Macao). Bullion circles were acting 
like merchants—they were afraid that the 
free market rate might advance and 
therefore they over-bought (provided 
that they had sufficient cash or credit). 


Review for the week August 13th to 
18:— 

GOLD:—Highest & lowest .945 fine tael 
rates $3163—3123, equiv. to .99 fine tael 
and oz rates $331 81—327.38 and $275.76— 
272.06. Day-to-day quotations, high and 
low:—$3143—3124; 315—3133; 3158—314{. 
3145—313§; 3163—3144; 3164—315}. Week’s 
opening 313, closing 3153, Macao and Can- 
ton high & low resp, $3283—325% and 
$3263—325 (for.99 fine tael). 

Crossrates: US$42.50—42.70; cif Macao 
contracts were concluded at 423—42.85 
(for a total of 30,409 ozs, fine-. Last offer 
was 423 but no business done, Importers 
were hardly making any profit. European 
cross on average 39? fob European port 
of shipment, 

Prices were pulled up by firm TT New 
York. Tendency was firm but lower 


Importers 


total 16,500 taels, 


prices are now expected as US$ rate 
may level off. Speculators were not tak- 
ing larger positions, therefore fluctuations 
will remain within moderate limits, Local 
rates will be ruled by cost prices, cif 
Macao, 


Change-over interest per 10 taels 65 cts. 


in favor of buyers, which was due to small 
trading stock and better export demand. 
Tradings: 170,400 taels (average 28,400 per 
day). Positions average 92,000 per day. 
(Swatow group overbought, Pao Sang 
oversold—other groups neutral). Cash 
bars: 27,500 taels (of which 14,910 official- 
ly, 12,590 unofficially listed), Exports: 
shipped to Bangkok 
9500, Singapore 7000. Hedgers and. in- 
terest-speculators took up 11,000 taels, 
Export bars of .99 fine differences: $15.20 
—15.90. Imports: 12,000 taels from Macao, 
Arrivals in Macao: 27,500 ozs. fine. Next 


shipment will comprise 50,000 ozs. 


US$:—Highest & lowest rates for US 
notes 6464—6344, DD 647—63541, TT 650— 
6374, Day-to-day high and low TT rates: 
640—6373; 6434A—6403; 642436414; 645—642; 
650—645; 6493—647. Sales: TT US$1,120,- 
000, DD 575,000, notes 370,000. 
Local cressrates US$2. 461-2. 60 (7 to 
12% below official London/New York). 
Per HK$ 100: US$ 15.38—15.68, , 

Record highs for 1951 were reached. 
The market was bullish but “bankers 
sounded a note of caution: the present 
crors is too high, it must reach New York 
level sooner or later. Some exchange 
alers were perplexed, Hongkong re- 
sidents interpret the —_ rate as a 
calamity. 

Japan account US$ - was in eager de- 
mand as importers were booking larger 
orders. Free market TT Tokyo or DD 


Exporters 


ITOKYO MERCHANDISE CO., LTD. 


NORTH POINT, between King’s Road and Electric Road, 


Head Office: 


Tokuda Bldg., No. 21, 2-chome, Nihonbashi 
_Kabuto-cho, Chuo-ku, Tokyo 


TAIKOKTSUI, at the entrance of Yaumati Shelter, 85,000 
* 


of 15,000 sq. ft. on the waterfront Kennedy Town, 


Codes: 
Acme & Bentley’s Seéond Edition. 


BRANCHES: OSAKA, YOKOHAMA, 


Cable Address: 
TOMAS TOKYO. : 


NAGOYA, KOBE. 


IMPORTS 


Oil & Oil Seeds, 


‘Metal Ores & Coal, 


Grains, Sugar & Salt, 


BUSINESS LINES 


EXPORTS 


Steel & Metal Products 
Machinery 
“Ceramic Products, 


Shell House Scrap, Chemicals, Textiles, Timbers, 
Queen’s Road ‘Machinery Fertilizer, Sundries 
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Tokyo quoted $6 50—6.40, and US$50,000 
were sold, 

GOLD COINS:—For a long time US 
and British gold coins quoted excessively 
high, out of proportion to their gold con- 
tent, Recently a decline has set in as 
buyers are lacking. The American ‘dou- 
ble eagle’ coin (US$ 20) sold this year 
highest HK$480, last week only 32v, 
Chinese well-to-do people were in the 
habit of making presents, at certain occa- 
sions, of American coins and thus, the 
market being short of supply, were 
squeezed to overpay. The ‘doubie eagle’ 
was treated as sort of an ornament or 


an American curio, To a lesser extent’ 


this held true also in the case of the 
sovereign. The highest price for this coin 
was $96, last week only 79, Sales were 
weak even at reduced rate. Gold content 
of US$20 coin is 0.89 of a tael, of the 
sovereign 0.21, Price is maintained now 
because of some export to Far Eastern 
ports; in Southeast Asia the sovereign is 
dearer than here and shippers realise a 
good profit; so do travelers. 
SILVER:—Prices per tael $6.27—6 25, 
dollar coin 4—3.99, per 5 small coins 3.06 
—3.05. Sales respectively $50,000, $120,- 
000 and $35,000. Higher US$ rate pulled 
up silver market, Business is quiet. 
CHINESE EXCHANGES:— Official 
rates as» before but black markets in 
China showed activity and depreciated 
PB yuan, A new note issue of PB yuan 
50,000 denomination is being printed. 
Local rates in HK$ for one million PS 
yuan: PB notes 220—214 (sales 150 mil- 
lion), DD Canton 227—2233$ (230 m.), DD 
Amoy 221—220 (170 m.), DD Shanghai 
per one HK$ PB yuan 4625—4725, DD 
Swatow PB yuan 4300—4350. HK$ remit- 
tances with Canton 97—96 per 100 in 
Canton (sales $35,000), Swatow 934—93 
(sales $22,000). US$ and gold remittances 
(per 100 in China) on Shanghai resp, 85— 
833, and 88—853. Gold remittances 
on Tientsin 99—98, US$ remittances on 
Amoy. HK$5 70—5.68 per US$1 paid in 
Amoy, Business was small and partici- 
pants prefer to keep actual sales secret. 
Taiwan: Local rates per 10,000 New 
Taiwan yuan $2925—2800 (sales Taiwan 
yuan 2} million). US$ and gold on Taipeh 


resp. 984—98 and 994—99 (small and 
secret sales). Taiwan currency ruled 
stable. Hopes for continued quiet on the 
Peking-Taipeh front are running higher, 
BANKNOTES & FAR EASTERN TT:— 

Banknotes rates in HK$ per one foreign 
currency unit:—London 15,60, Australia 
12.68—12.65, New Zealand 13.80, South 
Africa 15.30—15.20, Canada 6 03—6.01, 
Egypt 13, India 1.115—1.105, Ceylon .98, 
Malaya 1.815—1.805, Manila 2,28—2,22, 
Macao 1.12—1.09, Indochina .129—.1275, 
Siam .291, Indochina .34. Yen per 10,000 
$160—155. 

TT rates: on Bangkok per 100 baht 
$294—30 (sales 350,000 baht), on Manila 
$2.30—2.25 (sales 210,000 pesos), on Singa- 
pore per 100 Hongkong dollars Malayan 
$533—534 (sales 14 Malayan dollars). 

TT business was lively, bank notes 
were neglected. The Macao pataca rose 
to about 12% premium over the HK$— 
this phenomenon being a result, first, of 


the racket operated in Macao by a few 


financiers (the same group who control 
the gold import licensing and trade’ in 
the Portuguese colony), and, second, by 
the drop in the HK$ rate in terms of US$ 
(the Macao money, being linked to 
escudo, is not liable to suffer from local 
attacks on sterling). 

TT Singapore shows only a small part 
of the size of remittances from Chinese 
out of Singapore and Malaya; many Chin- 
ese trading firms are in this business and 
the manner of conducting transfers defies 


exchange controls and statistical research. 


Peking has to thank Malayan Chinese for 
large amounts of Malayan currency, HK$ 
and sterling generally, The remitters in 
Malaya cannot help sending money back 
home to their families—although thus 
they are unwittingly helping in the 
strengthening of Peking’s exchange re- 
sources, 


H.K. STOCK & SHARE 
| MARKET 


There has been little cnange in rates during 
the past week. Some profit taking was evident 
early on, but renewed enquiry during the latter 
half soon off set any slight recession in prices. 
The market closed firm. 


Dividends. announced during 


the week: 


Hongkong Realty & Trust Co., Ltd. 15 cents, 
Free of Tax, 


for year ended 30.4.51. The 


August 23 
Hongkong Land Investment & Agency Co., 
Ltd. Interim Dividend for 1951 $2.— less Tax. 
Wing On Co., Ltd. $6.—, Free of Tax, for 
year 1950. 

Business reported during the week, $2,949,712. 
Business report for July 1950, $1,957, 361. 
Business reported (33rd week) 1950. $469,811. 

Closing rates :— 

H.K. GOVT. LOANS 
és (1984 & 1940) 93% 
KS 
Mercantile Bk. A. & B. ..........45. £21% 
INSURANCES 
China Underwriters 3.90 
SHIPPING 
9° P. Pd. 8 
DOCKS, WHARVES, GODOWN, Ete. 
North Point Wharves ............+-- 5.35 
Sh. Hloongkew Wharves ...........+.. 4 
Shanghai Dockyards 2.95 
MINING 
Raub Mines ....... antes 4.70 
LANDS, HOTELS & BLDGS. 
1.10 
PUBLIC UTILITIES 
H.K. Tramways . 13.40 
(P Pd. ) 8% 
Shanghai Gas ............ 1% 
INDUSTRIALS 


HEAD OFFICE: 4A DES VOEUX ROAD, CENTRAL, HONG KONG. 


ESTABLISHED 1841 


INSURANCE 


CABLES: CILMAN HONG KONG. 


GILMAN COMPANY LTD. 
MERCHANTS 


@ SHIPPING AND 
@ LLOYDS AGENTS 


“Ong 
‘ 


the disposition of a large 
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HONGKONG COMMODITY MARKETS 


The main interest of the week centred 
upon the instructions issued by the HI 
Dept. of Commerce & Industry covering 
the methods of controlling sales within 
the Colony of certain types of commodi- 
ties imported for local consumption. The 
instructions which will be reproduced in 
this Review next week, clarify the 
position in regard to seven categories of 
non-industrial goods. Acting under the 
directions given, it will not be hard for 
an importer to obtain release of the goods 
from the public warehouse in which they 
are stored after arrival, provided he can 
furnish proof of sole agency against 
which an essential supplies certificate 
will be issued, Difficulties, however, 
will be encountered by such importers as 
cannot provide proof of sole agency or 
whose imports do not come under the 
seven categories mentioned. In either of 


these eventualities the importer will have > 


little option than to find a buyer accept- 
able to the authorities or to leave the 
goods in the godown pending a more 
favourable change in the situation. 
Regarding the local commodity mar- 


kets, the general situation was dull, an 


exception being in piece goods where 
buying interest focussed upon Hongkong- 
made Grey Sheeting, cutting out the 
usually more popular Shanghai and Indian 
makes. | 

Metal merchants were concerned with 
shipment of 
metals expected shortly. Certain im- 
porters who cannot afford to have capital 
tied up as a result of the controls imposed 


STORES &c. 

100 

MISCELLANEOUS 

China Entertainments .............. 13.10 
International. Filme 1 


H.K. Constructions 


Marsman, Investments .......... 9/- 

COTTONS 
RUBBER COMPANIES 

Consolidated Rubbers .............. 4 

3.20 
Shanghai Kelantans................ .80 
Shanghai Sumatras 7 


upon sales to China are considering can- 
eellation of indents. 

The China produce market was. exer- 
cised by the decision of the South China 
trading organization to discontinue ship- 
ments of loosely-packed Cassia Lignea to 
Hongkong. Under this decision, only 80- 
lb, and 1l-ewt. bales will be exported, thus 
depriving Hongkong dealers of the profit 
obtainable from processing the loosely- 
packed article. It remains to be _ seen 
whether this decision will be_ closely 
adhered to, or whether a certain amount 
of flexibility will be permitted, 

Cotton Yarn—The cotton yarn market 
started dull, with dealers from Thailand 
and Burma showing moderate interest. 
Towards the close, however, activity be- 
came more marked with Thai _ buyers 
making heavier purchases and increased 
buying by local knitting and weaving 
mills, with filling orders. 
Iudian 32’s were mainly in demand and 


sales were effected at $1880, $1920 and 


$1940 per bale. In 10’s sale prices were 
$1270, $1300 and $1338 per bale. Hong- 
kong-made 20’s were also active and sales 
prices were $1780 Oct, forward, $1800 
Sept. forward and $1810 for spot. 

Cotton Piece Goods—The cotton piece 
goods market continued brisk and Hong- 
kong-manufactured Grey Sheeting (60x56) 
was particularly popular, sales taking 
place at $69.50 per piece for delivery at 
the end of August, Sept. forward being 
at $66, and Oct. forward at $67.50 per 
piece, Indian Grey Sheeting 2343 sold at 
$54 per piece. Drills were weak, sales 
being effected at $60.50 per piece, : 

Metals—The metals market ruled dull, 
demand in most cases being above supply. 
A revival of interest was shown in Galvd. 
Iron Wire by dealers from China, and 
prices which had _ fallen low rose as a 
result of the demand: G8 closed at $98 
per picul, G10 at $100 and G12 at $105, 
while G14 and G16 rose respectively to 
$120 and $130 per picul. Zine Sheets 
(Europe) 3’x8’ saw a rise in price, but 
transactions were few with sellers reluc- 
tant to part with their goods: G5 sold at 
$710 per picul, the price later being quoted 
at $700, and G10 at $610 per picul. Mild 
Steel Round Bars were inactive, but 
prices ruled firm: 40’ %’’ to 1’’ were 
quoted at the average price of $55 per 
picul; %4,’’ sold at $75 and 5/16’’ and 
3%’? at $74 per picul, Mild Steel Angle 


Bars 3/16’’ thick 1%4’’ sold at $78 per 


pieul, while 114’’ was offered at $104 
per picul; 4%’’ thick 2’’ was quoted at 
$68 per picul and 2%%”’’ sold at $75; 3’’ 
thick 3’’ fetched $80 per picul. Mild 
Steel Flat Bars %4’’ thick 1’’-2’’ were 


transacted at $65 per picul, Mild Steel 


Plates were firm although with few trans- 
actions: 4’x8’ 14’’ and 3/16’’ were offered 
at $116 per picul and 1/16’’ at $175. 
Tinplates and Black Plates were quiet, 
with holders reluctant to part with stocks: 
British Tinplate 20’’x28’’ stood firm at 
$620 per 200-lb. case; 18’’x24’’ Tinplate 
Waste, Waste, (US) 10’’x10’’ and 
18’’x24’’, electrolytic» both rose to 
$530/540 per 200-lb. unit while the coked 
variety was quoted at $560. US Black 
Plates G29-G33 were quoted at $185 per 


German 


picul; Japanese Black Plates G3l 3’x6’ 
also commanded $185 per picul, Misprint 
Tinplate sold at $220 per picul in small 
transactions, but $200 was quoted for 
large quantities, | 

Industrial Chemicals—The issue of pre- 
mits by the mainland authorities for the 
importation of certain industrial chemi- 
cals caused activity in the local market. 
With the arrival of a shipment from 
Europe of industrial chemicals, however, 
the prices of a number of items dropped. 
Sodium Hydrosulphite was 
affected by the new arrivals and the 50- 
kilo. drum sold at $1400 per picul, while 
the 60-kilo. drum fetched $1430 per picul; 
the Dutch product was quoted nominally 
at $1400 per picul. Ammonium Chloride, 
German, sold at $1340/$1380 per ton. 
Dutch Lithopone fell to $1.55 per lb, in 
sales; the German product closed at 
$1,45/$1.46 per lb, Sales of Glycerine were 
not active, the price of the Dutch product 
standing at $5.60/$5.70 per lb. Sodium 
Nitrate sold at only $42 per picul, Ger- 
man yellow Petrolatum was offered at 
$1.46 per lb. A scarcity of stock prevented 
any selling offers of Getz Carbon Black, 
notwithstanding the high buying offer 
of $4200 per 175-lbs. case; German 14514- 
Ib. ease packing was nominally quoted at 
$2450 per case. Korean Talcum Powder 
sold at $320 per ton. Indian Zine Oxide 
99% sold at $2.70 per lb, Bicarbonate of 
Soda, refined, was in demand, Red Moon 
brand sold at $62/$65 per 90-kilo. bag, 
and the 100-kilo. bag was quoted by sel- 
lers at $72 per bag,.Acetie Acid Glacial 
was in short supply: the Dutch product 
was quoted at $3 per lb., while the Italian 


THE HONGKONG LAND 
INVESTMENT & AGENCY 
LTD. 


NOTICE TO SHAREHOLDERS 


NOTICE IS HEREBY GIVEN 
that an INTERIM DIVIDEND in 
respect of the year 1951 of $2.00 
per share, less Tax, has been declared 
payable on and after the 24th 
Members of the Company will be 
closed from Monday the 17th 
September, 1951. The Register of 
September, 1951 to Monday, the 24th 
September, 1951 both days inclusive, 
during which period no transfer of 
shares can be registered. 


By Order of the Board of 
Directors, 


B. ©. FIBLD, 
Secretary. 


Hongkong, 17th August, 1951. | 


SIN HUA Trust, Savings & 
~ Commercial Bank, Ltd. 
(Ineorporated m China, 1914) 


Hongkong Branch: Marina House 
Tel: 32111, 31221—31222. 


= 
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variety rose to $2.80, prices were too high 
for many transactions. 

Paper—Dealings in paper continuéd 
brisk, but the expected arrival of large 
shipments in this and the following months 
put a brake upon too great an upward 
swing. However, the difficulty of obtain- 
ing replenishments and the increased in- 
dent prices ruling abroad are sufficient 
reasons for maintaining prices _loeally. 
Woodfree Printing continued in demand: 


Norwegian 80 grs. 31x43 improved to $1.82. 


per lb, and $1,75 per Ib. for early Sept. 
forward; Swedish, Austrian and Ozech 
makes 80-100 Ibs, stood firm at $1.65 and 
$166 per lb., while Czech 57-60 Ibs. were 
quoted by sellers at $1.58 per lb. MG Cap 
had few transactions, 17% Ibs. 25x44 
selling at $23.20 per ream. MG Pure Sul- 
phite 1314-lb, 30x40 sold at $26 per ream. 
MG Brown Prime Sulphite 60-lb. 35x47 
sold at $88 per ream and was quoted,later 
at $95. White Tissue paper 134%4-lb. 25x44 
was transacted at $45 per ream; the Nor- 
wegian make rose to $44 per ream for 
early-Sept. delivery, Bond paper was 
quiet, 32 lbs. watermarked being quoted 
at $53/54 per ream, while unwatermarked 
quality stood at $50 per ream. With con- 
tinual arrivals from Shanghai, Straw- 
board declined in price: Dutch No. 8 
was priced at $890 per ton as against 
Shanghai No. 8 at $755 per ton; Nos, 10- 
16 were quoted at $880 as against $765 
per ton for the Shanghai make; Nos, 20- 
32 with low stoeks were quoted at $1000 
per ton. Duplex Board with heavy stocks 
could not improve in spite of brisk trans- 
actions: Swedish 240 Ibs. 31x43 was quot- 
ed at $295 per ream; the Finnish and 
Norwegian products were nominally pric- 
ed at $280/$290 per ream; German and 
Czech goods were offered at $285 and $260 
respectively; Japanese Ist qual. was 
priced at 90/93 cents per lb. Newsprint 
31’? of various makes was quoted by sel- 
lers at $1.07 per lb. European newsprint 
50 Ibs, 31x43 rose to $48/$49 per ream; 
the Japanese make was Gane at $42.50 
per ream. 

Cement—The local market for cement 
remained firm, with few arrivals from 
Japan, the Japanese cement factories 
being booked up to November. Green 
Island Emerald brand sold at $8.70 per 
bag (official price $8), and Emeralerete 
rapid hardening cement was transacted at 
$10.50 per 112-lb, bag (official price $9), 
while Snowcrete l-ewt. bag sold at $20 
(official price $18) and the 375-lb. drum 
- at $70 (official price $66). Japanese Lion 
brand was offered at $8.20 per l-ewt. bag 
and at $156 per ton ex-godown, and the 
100-lbs, bag was quoted nominally at $7.70, 
Haiphong Portland Cement was offered at 
$7.30 per 94-lb. bag. Danish Bate brand 


White Cement sold at $17.50 per 1l-cwt, | 


bag and was quoted nominally at $295 per 
ton c.f. 

China Produce—The discrepancy be- 
tween the local prices for vegetable oils 
and those received from abroad _ con- 
tinued to keep the market in a state of 
stagnation. European counteroffers for 
Woodoil (Tung Oil) in bulk were quoted 
at only £270/280 per long ton, as com- 
pared with the price of £300 per long 
ton ¢c, & f. Europe maintained by the 
joint-trading organisation in South 


China; export quality was priced locally 
at $272 per picul and unprocessed quality 
at $270 per picul. Aniseed oil had a few 
transactions at $1030 per picul for export 
quality, while unprocessed quality was 
quoted nominally at $1000 with counter- 
offers at $980 per picul, Cassia oil stood 
at the nominal price of $2020 per picul with 
export quality at $2100. Teaseed oil was 
offered at $235 per picul, Rapeseed oil 
and Soyabean oil were quoted respective- 
ly at $185 and $165 per pieul, but buying 
interest was lacking. 

The arrival of a quantity of Ramie 
from the mainland under old permits 
which were still valid caused buyers to 
lower their counteroffers to $295 per 
picul for export quality and $285/290 for 
ordinary quality. Sellers, however, stood 
firm and transactions took place at $295 
per picul for Green Ramie against a 
nominal price of $300; while medium 
quality White Ramie sold at $290 per 
picul with high quality being quoted 
nominally at $305 per picul. Gallnuts 
were brisk, sales being effected at $135 
per picul ‘for unprocessed quality and 


$140 per picul for export quality, Over | 


1000 tons of North China _ Shelled 
Groundnuts (Peanuts) were sold at $117 
per picul, 


Cassia Lignea was ‘dull, except for a 
few transactions by South African and 
Turkish buyers; Indian and European 
buyers were conspicuous by their ab- 
sence. Cassia Lignea, loose-packing, was 
priced at $81 per picul; the 80-lb. bale 
sold at $90; while the l-cwt. bale was 
quoted nominally at $93 per picul for Ist 
qual. (new). Unscraped Cassia was 
offered at $100 per picul; Seraped Cassia 
was nominally priced at $95 per picul, 
but these prices failed to attract buyers, 


RUBBER ESTATES OUTPUTS 


Outputs for July 1951 of the Rubber 
Companies for which A.R. Burkill & Sons 
Ltd. are Secretaries &/or General 
Managers:— 


Estimate 
Total this 
Output for this Financial Financial 
July 1951 ae to date Year 
Bute 66,800  453,800( 7mths,) 870,000 
Consoli- 
dated 102,500 672,700( 7 ,, ) 1,350,000 
Dominion 5,100 355,900( 7 ,, ) 740,650 
ota 
Bahroe 72,000 72,0000 3 830,000 
Sungei 
Duri 65,000 65,000 (1 ,, ) 820,000 
Shanghai 
Shanghai 
Kedah 97,371 951,776 (10 ,, ) 1,200,000 
Tanah 
Merah 71,250 298,220(4 ,, ) 1,100,000 


HONGKONG’S PRINCIPAL 
TRADING PARTNERS 
FOR FEBRUARY 1951 

In the tables of Hongkong’s Principal 
Trading Partners given on the foilowing 
rages, several countries are not included. 
Details of some of these are, however, 
given beiow.. 

Australia, Imports $6.8 million: exports 
$4 million. Main imports: Meat $2.16 mil- 
lion; dairy products $800,800; textile 
materials, raw or simply prepared $755,- 
000; hides, skins & leather $615,800; 


manufactured products of cereals $527,000; 
chemicals & pharimraceuticals $508,500. 
Main exports: Textile fabrics & smail 
wares $1.1 million; manufactured articles 
$652,800; clothing & underwear of textile 
materials $314,800; vegetable oils $440,100. 

Canada, Imports $4.9 m,; exports. 
$746,000. Main imports: Paper $1.4 m.; 
manufactured products of cereals $794,-. 
500; fishery products for food $869,000; 
chemicals pharmaceuticals $691, 800: 
Main exports: Manufactures of base- 
metals $155,000; vegetables $113,700. | 

Czechoslovakia, Imports $301,700; ex- 
ports $10,700. Main imports: Chemicals & 
pharmaceéuticals $133,000; rubber & 
manufactures thereof $43,000; glass & 
glassware $36,300; textile fabrics & small 
wares $32,300; paper $30,000. Main export: 
Textile materials, raw or simply prepar- 
ed $10,700, 

Germany. Imports $8.1 million; exports 
$3.3 million. Main imports: Chemicals & 
pharmaceuticals $1.6 million; dyes $1 m.; 
iron & steel $1.4 m.; manufactured arti- 
cles $760,400; fertilizers $741,400; electrical 
machinery $679,700; machinery $608,800; 
manufactures of base metals $549,400. 
Main exports: Dairy products $1.6 m.- 
miscel, crude or simply prepared products 
$756,500; vegetable oils $327,600. 

Netherlands. Imports $5, 8 million; ex- 
ports $6.9 million. Main imports: Dairy 
products $1.1 m.; chemicals & pharmaceu- 
ticals $2.6 m.; dyes $366,400; hides, skins 
& leathers $433, 900; iron & steel $247,200. 

Switzerland, Imports $8.5 million; ex- 
ports $1.1 million. Main imports: Manu- 
factured articles $6.8; chemicals & phar- 
maceuticals $684,800; machinery other 
than electrical $329,900: dyes $195,009; 
textile fabrics & small wares $171,000. 


Main exports: vegetable oils $1 m.; textile 


fabrics & small wares $76,900. 


THE HONGKONG ELECTRIC 
CO., LTD. 


NOTICE TO SHAREHOLDERS | 


NOTICE IS HEREBY GIVEN | 
that an INTERIM DIVIDEND in 


per share, free of tax, has been 
declared payable on and after 17th 
September 1951, 


Applications for Dividend War- 
rants should be made either per- 
sonally or by letter to the Registered 
Office of the Company, P. & O, 
Building, 4th Floor. 


The Register of Members of the 
Company will be closed from the 3rd 
day of September 1951 to the 17th 
day of September 1951, both days 
inclusive. 


By Order of the Board, 


Gibb, Livingston & Co., Ltd., 
Agents. 
Hong Kong, 
10th August, 1951. 


- 


respect of the year 1951 of $1.10 } 


ai 


€ 
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HONGKONG’S PRINCIPAL TRADING PARTNERS | 
TOTAL VALUES OF IMPORTS & EXPORTS BY COUNTRIES FOR THE MONIH OF FEBRUARY, 1951. 
UNITED KINGDOM | Made-up articles of Manufactures of lea- 
Articles Imports Exports textile materials ther, not including 
=§ $ other than clothing 74,939 147,100 articles of clothing _ 4,000 

‘Meat & preparations = heating, Textile fabrics and 

nemetallic  mine- materials; hats of 

Manufactured pro- Footwear: boots, shoes 
chiefly for human Made-up articles of 

Fruits & nuts, except gp a ibe of art other than clothing — 3,783 
11,986 15,294 n Ss . 374.539 Pottery and other 

Vegetables, roots & Pr tal ’ clay products ..... 654 
tubers, chiefly used Glass & glassware .. — 14,623 
for human food & Pp Manufactures of base 
their preparations. | ay f metals, n.es. ... 123,143 
$6,690 1108907 Electrical machinery 

108,2 materials 22,636 o6 

Sugar & sugar con- 060 apparatus and ap- | 
fectionery ........ — 189,608 36,429 

Coffee, tea, cocoa & 7,264,465 Miscellaneous crude 
preparations there- 7 er | or simply prepared 

Beverages & vinegars 402,886 98 metals, n.e 2,017,791 143,559 or 

animals, — 953,548 and appliances 41,605 1,200,880 

"Tobacco ........... 1,343,481 other than electri- 

Animal & vegetables 2,955,276 — 
oils, fats, greases & Electrical machinery Articles Imports Exports 
waxes & their manu- apparatus and ap- ' $ 3 
factures,n.es..... 152,349 5,527929  opliances .......... 4176156 ig 

compounds; . phar- port equipment, _ Manufactured pro- 
maceutical products 8,835,806 338,130 n.e.s. ........... 

Dyeing, tanning and | Miscellaneous crude | . chiefly for human 
colouring substances or simply prepared food 2,668 
(not including crude products, n.e.s_. 88,662 1,053,693 we 
materials) ....... 2,023,156 5,940 Manufactured articles, oil-nuts  .......... 6,782 2,106 

Essential oils, _per- 1.224.686 510.197 Vegetables, _roots & 
soaps and related Total Merchandi 

Fertilizers .......... 2,406,600 Grand Total ...... 50,164,405 15,047,401 Tobacco ........... 58610 — 

tures thereof, n.e.s. 1,049,680. 

Wood, cork & manu- | CEYLON 

Rage 27,553 400 Articles Imports Exports nes. .. 42,086 88,352 

3 ard- emical ele t 
board & manufac- Fruits & nuts, except 
tures thereof .... 519,712 — 24,287 maceutical products 69,068 150,924 

Hides and skins and ' Vegetables, roots & Dyeing, tanning and : 
258,839 tubers, chiefly used colouring substances 

Manufactures of. lea- for human food & (not including crude 

ther, not including their preparations, materials) ....... 94,945 18,075 

Furs, not made up .. 24 

Yarns and threads .. 2,524,012 26,370 compounds; pharma- tures thereof, n.e.s. 1,055,184 si 

Textile fabrics and ceutical products © — 105,677 Wood, cork & manu- 
small wares ...... 2,988,466 1,321,407 Essential oils, per- factures thereof 17,000 ze 

Special and technical fumery, cosmetics, Pulp, paper & card- 
textile articles .... 345,282 — soaps and related board & manufac- 

Clothing and under- — 480 tures thereof ...... — 15,371 
wear of textile Rubber & manufac- Hides and skins and 
materials; hats of | tures thereof, n.e.s. 1,797 4,027 

244,021 1,969,980 Wood, cork & manu- ‘a Textile materials, raw 

u aper and card- 

and slippers ....... 35,703 535,566 tures thereof ...... — 2,324 small wares ...... 2,465,192 33,000 


“ 
| 
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Special and technical 


textile articles .... 
Made-up articles of 
textile materials 


other than clothing: 


Products for heating, 
lighting & power, 
lubricants & related 
products, n.e.s. 

Non-metallic minerals, 
crude or _ simply 
prepared, n.e.s . 

Pottery other 
clay products ...... 

Glass & Glassware .. 

Precious metals and 
precious stones, 
pearls and articles 
made of these mate- 
rials. 

Non-ferrous base 
metals 

Manufactures of base 
metals, n e€.s. ..... 

Machinery, apparatus 
& appliances other 
than electrical, 
n e.s. 

Electrical machinery, 
apparatus and ap- 
pliances 

Vehicles and_trans- 
port equipment, 

Miscellaneous crude 
or simply prepared 
products, n.e.s. ...° 

Manufactured articles, 
n.e.s. 


4,300 


1,128,759 


521,246 


50,396 


350,000 
310 


7,986 


30,448 


1,348,248 


28,000 
109,931 
7,000 


436,495 


3,290 


14,731,626 


2,629,345 


MALAYA 


Articles 


Meat & preparations 
thereof 
Dairy products, eggs 
and honey 
Fishery products, for 
food 
Corea 
Manufactured pro- 
ducts of cereals, 
chiefly for human 
Fruits & nuts, except 
Vegetables, roots & 
tubers, chiefly used 
for human food & 
their preparations 
n.e.s 


fectionery 
Coffee, tea, cocoa & 
preparations there- 
of; spices 
- Beverages & vinegars 
Feeding stuffs for 
animals, n.e s. 
Tobacco 
Oil-seeds, 
kernels 
Animal & vegetables 
oils, fats, greases & 
waxes & their manu- 
factures, n.e s. 


nuts and 


81,460 
28,000 


348,004 


69,282 


49,000 
186,511 


254,435 


Exports 


979,680 
2,237,559 


3,132,648 
4,271 363 
654,134 
385,031 


14,651 
1,412,059 


194,570 


357,688 


\ 


Chemical elements & 
compounds; phar- 
maceutical products 

Dyeing, tanning and 
colouring substances 
(not including crude 
materials) 

Essential 
fumery, 


soaps and related | 


products 
Rubber & manufac- 


635,768 1,258,310 


122,534 


287,189 


tures thereof, n.e.s. 31,814,565 


Wood, cork & manu- 
factures thereof 
Pulp, paper & card- 
board & manufac- 
tures thereof ...... | 
Hides and skins and 
leather 
Manufactures of lea- 
ther, not including 


articles of clothing 


Yarns and threads .. 
Textile fabrics and 
small wares 
Special arid technical 
textile articles .... 
Clothing and under- 
wear of textile 
materials; hats of 
all materials 
Footwear: boots, shoes 
and slippers 
Made-up articles of 
textile materials 
other than clothing 
Products for heating, 


lighting & power, 


lubricants & related 
products, n.e s. 


Non-metallic mine- 
rals, crude or sim- 
ply prepared, n.e.s. 


Pottery and other 
clay products ..... 


Glass & glassware .. 
Manufactures of non- 
metallic minerals, 
Precious metals and 
precious stones, 
pearls and articles 
made of _ these 


Iron and steel 
Non -ferrous base 
Manufactures of base 
metals, n.e.s 
Machinery, apparatus 
and appliances 
other than electri- 
Electrical machinery, 
apparatus and ap- 
Vehicles and_ trans- 


1,694,916 


400 
148,451 


4,000 
227,000 


687 


813,125 


568,579 


85,377 


137,651 


1,965,196 


140,800 


438,879 
326,383 


2,297,026 25,407,880 


567,664 


19,629 10,769,242 


5,016 


319,647 


25,102 


95 
1,250 


42,009 


278,516 
281,441 
237,649 


85.967 


288,540 


port equipment, n.e.s. 1,030,069 


Miscellaneous crude 
or simply prepared 
products, n.e s. 

Manufactured articles, 
n e.s. 


1,015,880 


41,717 


910,246 


4,978 


76,493 
638,287 
318,996 


34,284 


408,053 
215,137 


48,660 


3,684,331 


1,721,713 


263,875 


183,188 


1,528,709 


244,470 12,308,457 


42,389,475 84,361,750 


NORTH BORNEO (British) 
— 


Articles 


Dairy products, eggs 
and honey 
Fishery products, for 


chiefly ~ for 
food 
Fruits & nuts, except 
oil-nuts 
Vegetables, roots & 


tubers, chiefly used 


for human food & 
their preparations, 
n.e Ss. 
Sugar & sugar con- 
fectionery 
Coffee, tea, cocoa & 
preparations there- 
Beverages &. vinegars 


Feeding stuffs for 
animals, n.e.s. .... 
WS 
Oil-seeds, nuts and 


Animal & vegetables 
oils, fats, greases & 
waxes & their manu- 
factures, n.e.s. 

Chemical elements & 
compounds;  phar- 


maceutical products | 


Dyeing, tanning and 
colouring substances 
(not including crude 
materials) ....... 

Essential oils, per- 

ery, cosmetics, 
Soaps and related 
products 

Rubber & manufac- 
tures thereof, n.e.s. 

Wood, cork & manu- 
factures thereof 

Pulp, paper & card- 
board & manufac- 
tures thereof ...... 

Hides and skins and 
leather | 

Manufactures of lea- 
ther, not including 
articles of clothing 

Textile fabrics and 
small wares 

Special and technical 
textile articles .... 

Clothing ard under- 
wear of textile 
materials; hats of 
all materials 

Footwear: boots. shoes 
and slippers 

Made-up articles of 
textile materials 
other than clothing 

Products for heating, 
lighting & power, 
lubricants & related 
products, n.e.s. 

Non-metallic miner- 
als, crude or sim- 
ply prepared, n.e.s. 


8 


358,688 
858,086 


26,009 


8,067 
5,069 
21,976 


90,129 
26,096: 


56,138. 
21,186. 
9,884 
74,620. 
554 


747,840: 


2,867 


14,655 


11,345 


| 

6,467 38,342 
38,600 | 
| 
| 
| 
| 
| 
359,409 
— 
88,900 
| 
10.744 
219,584 
16 
547,850 
6,762 
259,509 4,488,043 
4,042 680 
24,399 
1,326 — 14,915 J 
— 104,348 
29,258 
Sugar & sugar con- 
52,418 ] 
— 13,535. 
20,003 
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Pottery and other Sugar and sugar con- Sugar & sugar con- 
clay products ..... 1,280 1,482 fectionery ........ — 64,300 fectionery ........ 100,400 488,353 
‘Glass & glassware .. = 11,790 Beverages & vinegars ~~ 5,540 Coffee tea, cocoa & 
Manufactures of non- Feeding stuffs for preparations there- 
‘metallic minerals, animals, n.e.s 28,699 ..... 27,860 125,975 
Iron and steel ...... — 25,674 Chemical elements & Feeding stuffs for 
Non-ferrous base compounds; phar- animals, n.e.s 53 ,462 
Manufactures of base Dyeing, tanning and nuke” end 
metals, n.e.s. ..... 2,442 80,870 colouring substances 12.000 
Machinery, apparatus (not including crude Animal & vegetables 
and appliances 36,458 oils, fats, greases & 
other than electri- ! Essential oils, per- waxes & their mant- 
35 9,082 fumery, cosmetics factures. n.e.s. 37 650 77,840 
Electrical machinery, | soaps and related Chemical elements && 
apparatus and ap- 17,849 compounds;  phar- 
— 4,237 Pulp, paper & card- maceutical products 6,160 938,376 
Vehicles and trans- board & manufac- Dyeing, tanning and 
port equipment, n.e.s. 49 275 tures thereof ...... 120,540 colouring substances 
Miscellaneous crude Yarns and threads .. — 61,600 (not including crude 
or simply prepared Textile fabrics and materials) ....... iil 277,650 
products, n.e.s_ . 50,286 22,285 small wares ...... 13,000 Essential oils, per- 
Manufactured articles, Clothing and under- fumery, cosmetics, 
— 46,272 wear of texti Soaps and related 
Total Merchandise 1,383,775 1,665,142 all materials. 
and specie .. — 173,360 Footwear: boots, shoes 
rand Total .... 1,383,775 1,838,502 and slippers 2,268 369,688 
Made-up articles of | Wood, cork & manu- 
PAKISTAN textile materials factures thereof 90,421 5,103 
Articles Imports Exports ae 14,900 Pulp, paper & card- 
2 $ $ Products for heating, board & manufac- 
Fishery products, for lighting & power, tures thereof ...... 286,919 343,005 
35,600 — lubricants & related Hides and sKins and 
Chemical elements & products, n.e.s. 35,950 14,750 — 
compounds; phar- Pottery and _ other Manufactures of lea- 
maceutical products a 71,800 clay products ..... ~~ 22,400 ther, not including 
Pulp, paper & card- Glass & glassware .. _— 14,271 articles of clothing — 1,300 
board & manufac- — Manufactures of base Yarns and threads .. aes 30,978 
tures thereof ...... 6,600 metals, nes. 33,980 movttis fabrics and 
Textile materials, raw small wares ...... 621,783 508,072 
or simply prepared 8,472,279 an appliances | 
Yarns and threads... 21,131,135 other ‘than electri- 300 
Textile fabrics and cal, n.@.S. ........ 2,540 
small wares ...... 614. Vehicles and _trans- Clothing and under-— | 
Clothing and under- port equipment, n.e.s. — 90,958 wear of textile 
wear of textile Miscellaneous crude materials; hats of | 
materials; hats of . or simply prepared all materials ...... 330 6,340 
all materials ...... sce 82,896 products, n.es. .. 25,200 8,840 Made-up articles of 
Pottery and other : Manufactured articles, textile materials 
clay products ..... 43,594 other than clothing 136,960 
Manufactures of base ' Products for heating, 
metals, n e.s. 12 4,1 14 89,849 862,642 lighting &. power, 
Miscellaneous crude lubricants & related 
or simply prepared . CHINA, CENTRAL products, n.e.s. mn 62,778 
anufactured articles, rals, crude or sim- 
Pottery and _ other 
ae. Manufactures of non- 
BURMA metallic minerals, 
Articles Imports Exports Dairy products, eggs | 1,421 3,652 
$ $ and honey ........ 131,290 4,800 Iron and steel ...... _ 117,522 
Fishery products, for Fishery products, for Non - ferrous base 
Manufactured pro- | Manufactured pro- ; Manufactures of base 
ducts of cereals, ducts of cereals, metals, n e.s. 8,000 106,250 
chiefly for human chiefly for human Machinery, apparatus 
Fruits & nuts, except Fruits & nuts, except : other than electri- 
Vegetables, roots & Vegetables, roots & Electrical machinery | 
tubers, chiefly used tubers, chiefly used apparatus and ap- 
for human food & for human food & 10,256 
their preparations, their preparations. Vehicles and trans- 
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Miscellaneous crude Products for heating, Essential oils, per- 
or simply prepared lighting & power, fumery, cosmetics, 
products, n.e.s. . 145,654 38,253 ‘lubricants & related Soaps and related 
Manufactured articles, products, n.e.s. 71,640 433,265 .......:. 266,020 96,356. 
31,175 43,978 mine- Fertilizers .........: 500 95,578. 
7 rals, crude or sim- ubber : 
3,853,640 7,355,296 ply prepared, 93,340 — 57,296,560 
Pottery and other | Wood, cork & manu- - | 
clay products ... 34,858 4,900 = factures thereof 1,027,769 126,166 
CHINA, NORTH Glass & glassware .. 3,690 16,557 pulp, paper & ome... ; 
Articles Imports Exports Manufactures of non- . hoard: & manufac- 
$ $ ,metallic minerals, tures thereof ...... 614,614 2,525,538 
Meat & preparations 629,239 Hides and skins and 
thereof 54,205 — Iron and steel ...... — 10568220 “leather .......... 115,960 21,778 
4 products, eggs base. Manufactures of lea- 
Fishery rokusts. for Manufactures of base articles of ssthing — 170,050 
1,800 metals, n.e.s. .... 174,669. 1,391,289 Textile materials, raw 
of cereals | 
Fruits & except Electrical machinery, Special , 
164,323 130,320 apparatus and ap- 
Vegetables, roots & — 1,298,932 ea es 35,608 123,078 
tubers, chiefly used Vehicles and trans- 
for human food & portequipment,nes, 1,978,517 Wear of tex ta 
their preparations. Miscellaneous crude ts 
582,809 2,100 or simply prepared materi 5,000 11,228 
Sugar & sugar con- products, n.e s. .. 1,825,640 669,076 Clothing of leather & ; 
fectionery ........ — 2,285,668 Manufactured articles, 3,995 
Beverages & vinegars 155,350 6,892 ........... 178,676 3,091,666 F shoes 
137,225 560 xtiie erlais 
nuts and CHINA, SOUTH other than clothing 733,869 
6,341,256 — Articles: ere heating, 
ighting power, 
Live animals, chiefly lubricants & related 
waxes & their mant- for food ....... ++. 2,827,291 — products, n.e.s. 2,227 630,649 
factures, n.e.s. 1,416,848 76,650 Meat & preparations Non-metallic mine- 
Chemical & 156,140 rals. crude or sim- 
compounds; phar- | Dairy products, eggs ply prepared, n.e.s. 30,700 126,908 
maceutical products 85,896 8,840,226 prod (1,596,293 3,280 Pottery and other 
Dyeing, tanning and products, for 749 Products ..... 208,303 64,033 
: actures of non- 
materials) ...... 1,640 9,739,544 Manufactured _pro- 
Essential oils. per- ee ducts of cereals, n.e.s 10.253 201.808 
. 26365 158,249 Precious metals and 
soaps and related \ 
aide. oe 35,416 Fruits & nuts, except precious stones, 
Fertilizers 25.576 390,284 724. and articles 
tures thereof n.eas. — 7,906,601 tubers, chiefly used 
( on - ferrous ase 
1,596,399 28057 metals ............ 45,000 1,071,269 
manufac- & sugar con- Manufactures of base 
tures thereof ...... 142,000 3,723,318 ten cocoa & 110,183 90,712 metals, ne.s. ..... 6,200 2,064,022 
Hides and skins and preparations there- _ Machinery, apparatus 
66,000 of; spices .......... 343,436 43.9295 
Textile materials, raw Beverages & vinegars 34,490 otner an electri- 
or simply prepared 927,288 2,484,637 Feeding stuffs for | cal, 870 1,578,305 
Yarns and threads .. 273,000 39,417 += animals,ne.s..... 28,663 Bilectrical machinery, 
Textile fabrics and Oil-seeds, nuts and 
small wares ...... 878.386 134,961 kernels .......... 14,718 2,303,537 
Special and technical Animal & vegetables Vehicles and _trans- 
textile articles .... oils, fats, greases & port equipment, 
Clothing and under- waxes & their manu- TOS. — 3,522,856 
wear of textile factures, n.e.s. .. 12,313,685 18,796 Miscellaneous crude , 
materials; hats of Chemical elements & | or simply prepared 
all materials ... 56,687 45,000 compounds; phar- products, ne.s. .. 2,101,484 412,623 
Footwear: boots. shoes maceutical products 149,112 15,877,360 Manufactured articles, — 
and slippers ...... — 2,795,600 Dyeing, tanning and | | a ee 774,368 3,579,452 
Made-up articles of colouring substances 
textile materials (not including crude ae. ee . 32,540,905 110,158,883 
other than clothing 30,420 625,266 materials) 


107,767 6,551,233 


| 


wy 


»,! 


304,500 
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FORMOSA Products for heating, a fabrics and whim 
i ne lighting & power, small wares ...... — 
products, n.e.s. — textile articles .... 
Live animals, chiefly g55g Non-metallic minerals, ‘Clothing ,& under- 
| crude or simply wear of textile 
Meat & preparations 123. Prepared, n.e.s. 6,800 materials; hats of 
thereof ........... Pottery other - all materials ...... 671 
Dairy products, eggs _ clay products ...... 6,250 Non-metallic minerals, 
and honey ........ 2,160 526,666 Glass and glassware ae 5,924 crude or simply ' 
Fishery products, for Iron and steel ...... — 864 repared, n e.s. 9,500 — 
food 916,299 Non-ferrous base Manufactures of non- 
ducts of cereals, Manufactures of base 2,364 
chiefly for human | | metals, n.e.s. — 117,704. Non-ferrous base 
Fruits & nuts, except and_ appliances Manufactures of base \ . 
308,450 14,947 other than electri- metals, n.e.s. 7,380 
Vegetables, roots and 1,500 141,697 Machinery, apparatus 
tubers, chiefly used Electrical machinery, and appliances 
for human food and apparatus & ap- other than electri- 
their preparations, pliances .......... 266,032 — 147,322 
3 Vehicles and trans- 
Z rt uipment: port equipment, n.e.s. — 4,336 
Coffee, tea, cocoa & Miscellaneous crude or simply prepared 
preparations there- or simply prepared products, n.e.s .. 633,901 442,708 
of; spices .. ae yeh 340,143 6,344 products, ee ae 180,674 92,388 Manufactured articles, 
Beverages & vinegars 9,060 anufactured articles, — 51,557 
| 
Oil-seeds, nuts and Articl Imports Exports 
Animal & vegetable Articles Imports Exports ti | 
oils, fats, greases & 460 
waxes & their manu- Fishery products, for Dairy products, - eggs | 
Chemical elements & | Manufactured _— pro- Fishery products, for te 
maceutical products 492,558 649,414 Chiefly for human 826,500 
Dyeing, tanning and food — 72 
stances (not includ- | & chiefly for human 
$0a re ? 
products 105,540 90,950 Coffee, tea, cocoa for food & 
Rubber & manufac- preparations there- 3 their pre ations. 
tures thereof, nes. 12,350 144,727 of; spices .......... 241,335 236,953 
Wood, cork & manu- | Beverages & vinegars — 9,700 Sugar & sugar con- | 
factures thereof 115,220 Tobace ...:........ — 3,331 fectionery ........ — 8,300,232 
Pulp, paper & card- Oil-seeds, nuts and | Coffee, tea, cocoa & 
board & manufac- kernels 184,539 preparations there- 
tures thereof ...... 28,379 650,253 Animal & pei nenys of; spices ......... 437,488 50,285 
Hides and skins and Beverages & vinegars 144,640 
Manufactures of lea- ? el & Oil-seeds, nuts and 
ther, not including — 12,715,180 
articles of clothing ~ 2,231 macmitical ‘pr 405 64.050 Animal & vegetables e 
‘Textile materials, raw i ' oils, fats, greases & 
Dyeing, tanning ‘and waxes & their mafiu- 
or simply prepared 205,695 244,600 colouring substances ® factures, n.e.s . aS 463.831 
‘Yarns and threads 170,429 (not including crude 
‘Textile fabrics and | materia). 3,499 compound ph ar- 
small wares ...... 732,565 Essential oils, per- | maceutical products 260,434 14,512 
Special & technical fumery, cosmetics, Dyeing, tanning and 
textile articles .... 6,487 37939 soaps and related colouring substances 
‘Clothing & underwear 112 (not including crude 
_ of textile materials; Pulp, paper & card- materials) ....... 1,204,895 1,284,473 
hats of all materials — 89,216 hoard & manufac- Essential oils, per- 
Footwear: boots, shoes E _ tures thereof ...... — 152,035 fumery, cosmetics, 
and slippers ...... — 5,600 Hides and skins and ATS: soaps and related 
Made-up articles of 148,917 mroaucts — 6,631 
textile materials | Textile materials, raw a0 Rubber & manufac- é 
other than clothing — 24,200 or simply prepared tures thereof, n.e.s. 201,392 140 
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Wood, cork & manu- Chemical elements & Textile materials, raw 
factures thereof... 344,582 122,910 compounds; _phar- | or simply prepared 36,205 6,571 

maceutical products _ 58,625 Yarns and threads... 3,178 25,640 
3.030.188 81.695 Furs, not made up .._—_ 42,700 — Textile fabrics and 

Textile materials, raw | small wares ...... 196,955 544,763. 
1,650,249 or simply prepared 22,500 — Special and technical | 

Gb , Misscellaneous crude textile articles .... 10,579 82,481 
ther not ineluding or simply prepared Clothing and under- ) 

, Manufactured articles, | materials; hats of 
extile materials, raw ee all materials 40,210 338,954 
or simply prepared 41,500 1,267,587 16,597 Foot 

Yarns and threads 50,199 328,235 

, 184,725 79,229 slippers ...... 61,842. 

Textile fabrics and Made-up articles of 
small wares ...... 24,512,635 2,107,198 textile materials 

Special and technical 1s 
988.529 MACAO other than clothing 123,913 314,175 

lighting & power, 
of Live animals, chiefly y | 

1,367,776 151,708 for food ...... 276,257 — Non-metallic mine- 
00 7 ok boots, shoes Meat & preparations : rals. crude or sim- 

71,111 thereof .......... 245,886 8,813 ply prepared, n.e.s, 5,555 60,392. 

95,956 rey products, for 543.796 188.907 glassware 5,613 35,461 

products, n.e.s - 16.800 274.949 Manufactured _pro- 8,260 12,481 
ducts of cereals, 

Non-metallic §mine- Ores, slag, cinder ... 5,375. 
‘crude or -sim- chiefly for human Iron and steel 85,991 132,053 

the 4 Fruits & nuts, except | metals 15 557 99.319 

& 158,707 Vago | metals, 93,399 418,147 

Manufactures of non- chiefly Machine tus 

Ss an Sugar & sugar con- » NES. 208,608: 
precious @tones, fectionery ........ 
pearls and articles Coff & ‘ apparatus and ap- 

Ores, slag, cinder .. 437,996 port equipment,n.e.s, 87,904 723,605. 

Iron and steel ...... 161,917 264,885 Beverages & vinegars 485,551 204,768 + Miscellaneous _crude 

Non - ferrous ‘base Feeding stuffs for or simply prepared 
1,078,768 animals, n.€.S. 10,698 1,086 produets, n.e.s. .. 544,173 155,334 

Manufactures of base Tobac¢o 33,410 576,758 Manufactured articles, 
metals, n.e.s. “1,587,890 69,861 Oil-seeds, nuts and 2,452,979 395,188 

Machinery, apparatus 5,680 169,281 | 
and appliances Animal & vegetables Total Merchandise 8,034,029 18,938,044 

machinery. 3,470 309,006 Grand Total ...... 8,198,120 18,938,044 
and ap- Chemical elements & 
130,307 995 compounds; phar- 

Vehicles and trans-  maceutical products 863,655 7,749,117 
port equipment, n.e.s, 392,740 104,862 Dyeing, tanning and Articles Imports Exports 

Miscellaneous crude | colouring substances $ 
or simply prepared (not including crude Live animals, chiefly 

products, n.es. . 98,751 794,901 materials)  .....:. 33,148 291,026 180. 

Manufactured articles, Essential oils, per- Meat & preparations ' 
1,848,593 255,021  fumery, cosmetics, thereof .......... 2,234 

Mets soaps and related Dairy products, eggs 
44,260,812 32,266,016 ® 38,990 199,666 and: honey -....... 422,301 
2.774 135,720 Fishery products, for 
Rubber & manufac- — 80,303 
KOREA, SOUTH tures thereof, n.e.s; 8,482 1,205,099 Manufactured  pro- 
Articles Imports Exports Wood, cork & manu- ducts of cereals, 
$ $ factures thereof 302,018 450,278 chiefly for human 

Fishery products, for Pulp, paper & card- — 53,466 
68,525 board & manufac- Fruits & nuts, except 

Vegetables, roots & tudes thereof .... 59,566 353,595 66,980 78,831 

. tubers, chiefly used Hides and skins and noes gh Vegetables, roots & ous 
for human food & Te 2 eis 54,332 34,554 tubers, chiefly used 
_ their preparations, : Manufactures of lea- for human food & 

21,000 ther, not including their preparations. 
Beverages & Vinegars 4047 articles of* clothing 275,080 
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‘Sugar & sugar con- THAILAND Manufactures of non- | 
preparations there- Meat & preparations Precious metajs and 
_ Beverages & vinegars —- 2,653 Dairy products, eggs pearls and articles 
| * 194,572 honey — 39,000 made of these 
Qil-seeds, nuts and Fisnery products, for 42,000 78,219 

Animal & vegetables 6,393 ,349 — Non-ferrous base 
Oils, fats, greases & Manutactured pro- 20,400 
waxes & their manu- aucts of cereals, Manufactures of base 
factures, n.e.s .. 13,660 1,232 chietly for human metals, ne Ss. % 25,000 219,296 

Chemical elements & 34,860 39,144 Machinery, apparatus 
compounds; phar- Fruits & nuts, except and appliances 
maceutical products 127,538 7,000 200,864 other: than electri- 

Dyeing, tanning and Yegetables, roois & 0.6.8) 
colouring substances wbers,: chiefly used Electrical machinery, 

(not including crude ~ for human iood & apparatus and ap- | 
materials) ....... 228,130 their preparations, — 67.350 

Essential oils, per- 890,955 104,310 Vehicles trans- 
fumery, cosmetics, Sugar & sugar con- port equipment, n.e,s, 1,500 3,500 
soaps and related fectionery ........ 8,904 15,287  Wuscellaneous crude 
products ....... fee — 13,604 Cottee, tea, cocoa & or simply prepared 

Rubber & manufac- preparations there- products, n.é.s. 003,463 90,254 
tures thereot, n.e,s. 37,731 of; spices ......... 130,000 84,245 Manufactured articles, | 

actures thereof ... 26,951 70,317 Feeding stuffs for - 

— paper & card- animals, 15,333 75 11,940,467 3,730,132 

ard & manufac- Oil-seeds, nuts an 
tures thereof ...... ~ 98,491 91,154 2,400 U.S.A 

Manufactures of lea- Animal & / Artiéles — 
ther, not including oils, fats, greases ee 
articles of clothing — 4,392 waxes & their manu- Meat & preparations | 

Textile materials, raw factures, n.e.s. ... 126,744 6,435 4,664 200,240 
or simply prepared 512,881 ~— Chemical elements & Dairy products, eggs 

Yarns and threads .. set 113.000 compounds; phar- and honey ..... ae? 65,602 86,892 

Textile fabrics and maceutical 68,925 261,535 Fishery products, for 798,145 
small wares ...... Dyeing, tanning and 018, 

Special and technical colouring substances Manufactured. pro- 
textile articles .... 176,720 2,530 crude wins 

Clothing and under- materi chiefly for Numan 
materials; hats of Rubber & manufac- Fruits & nuts, except 
all materials ...... 207 548 jtures thereof, n.e,s 1,200 OilenutS 2,811,339 515,633 

Made-up articles of Wood, cork & manu- - Vegetables, roots & 
textile materials factures thereof .. 887,537 2,185 tubers, chiefly used 
other than clothing saad 11.700 Pulp, paper & card- for human food & 

Products for heati board & manufac- their preparations. . 
lubricants & related Hides and skins and Sugar & sugar con- 
products, n e.s. 39,464 29.366 1,636,150 376,878 32,532 
ott Manufactures of lea- offee, tea, cocoa 

182,399 ther, not including preparations there- 

Glass & glassware 12.600 44.979 articles of clothing — 6,592 82,618 563,279 

Manufactures of non. : ; Textile materials, raw _ Beverages & vinegars 9899 213,292 

or simply prepared 115,840 — Tobacco ............ 2743°470 6,280 
n.es : : ae 3.410 Yarns and threads .. — 146,000 Oil-seeds, nuts and 

Textile fabrics and — 30,100 
22.993 small wares ...... — 1,090,956 Animal & vegetables 

Manufactures on pene : Special and technical oils, fats, greases & 

bata 3 textile articles .... — 3,320 waxes & their manu- 

169° 154,539 Giothing and under- factures, n e.s. 44,967 27,369 
ac / wear of textile Chemical elements & | 
oth th materials; hats of | compounds; phar- 
pe an electri- 314,483  maceutical products 434,356 334,917 

99,429 fade-up articles o Dyeing, tanning and 
«machinery, textile materials colouring substances 
«se atus and ap- other than clothing — 53.938 (not including crude 

Vehicles and t Products for heating, 

dose lighting & power Essential oils, per- 
port equipment, n.e.s. 1,615 26,745 related fumery, cosmetics, 

Miscellaneous crude products, n.e s. — 349.312 soaps and related | 
or simply prepared products ......... 214,666 127,237 

Manufactured articles, ply prepared, n.e.s, 264,805 2,265 Rubber & manufac- 
1,400 209,756 P ottery and other tures thereof, n.e.s. 14,466 

roducts ..... -- 52,069 Wood, cork & manu- | 
1,732,452 4,713,534 Clay P 20078  factures thereof ... — 219,594 
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Pulp, paper & card- Vehicles and trans- Pulp, paper & card- 
board & manufac- | port equipment, board & manufac- | 
tures thereof ...... 239,934 39,754 Bie ee Seva 218,611 29,150 tures thereof ...... —_— 1,325,711 
Hides and skins and * Miscellaneous crude Manufactures of lea- 
PO 107,600 — or simply prepared ther, not including 
Manufactures of lea- products, n.e.s. . 16,737 4,365,981 articles of clothing . — 1,650 
ther, not including Manufactured articles, Textile materials, faw 
articles of clothing 7,920 582,271 2,536,267 simply prepared — 38,703 
arns and threads .. — 8,740,458 
_ small wares ...... — 3,734,972 
ply prepared mai. 926,99 Special and Technical 
Yarns and threads .. — 13,920 INDONESIA textiles articles ... ae 15,425 
Textile fabrics and Articles Imports Exports Clothing and under- 7 
small wares ...... 3,007,855 1,149,460 $ $ wear of textile 
Special and technical Meat & preparations : materials; hats of 
textile articles .... 17,960 1,264 5,411 all materials ...... 2,394,553 
Clothing and under- Fishery products, for : Footwear: boots, shoes 
wear of textile Mee as 74,768 156,799 and. slippers ...... — 3,660 
materials; hats of ‘ Manufactured pro- Made-up articles of . 
all materials ...... 568,159 94,348 ducts of cereals, textile materials 
Footwear: boots, shoes chiefly for human other than clothing es 216,225 
and slippers ...... 13,470 115,721 57,680 heating, 
Fruits & nuts, except ignting power, 
other than clothing Len 5] Vegetables, roots & products, n.e Ss. 9,083,427 21,139 
Products for beating | tubers, chiefly used Non-metallic mine- | 
lighting & power. for human food & rals. crude or sim- 
lubricants & related their preparations. | 7,182 
rals, crude or sim- fectionety 3,450 lass & glassware 176,186 
ply prepared, nes. 24,484 280 Coffee, tea, cocoa & 
. preparations there- metallic minerals, 
Pir: 5 of; spices ........ 6,250 92,494 50,497 
products ..... — 269,536 Beverages. & vinegars eh 44,190 Iron and steel ...... soe 2,450 
Glass & glassware 265,017 35,565 Ojtseeds nuts and Non-ferrous base 
metallic minerals, Animal & vegetable | Manufactures of base 
107,613 * oil. fats greases & metals, n e.s. 2,711,306 
Precious metals and waxes. & their Machinery, apparatus | 
precious stones, manufactures, n.e,s. 39,000 208 and appliances 
pearls and articles Chemical elements & other than electri- | 
made of these compounds; phar- cal, 92,879 
materials ........ 508 23,729 maceutical products 1,966,330 392,991 “lectrical machinery, 
Ores, slag, cinder .. — 199,634 Dyeing, tanning and | 
Iron and steel ...... colouring substances 
Manufactures of base (not including crude — and trans- 
fumery,. cosmetics, Miscellaneous crude 
products ....... ow 89,200 products, ne.s. . 387,038 150,535 
Electrical machinery, tures thereof, n.es, 202,941 1,200 949,206 
apparatus and ap- | Wood, cork & manu- f 
pliances ......... . 417,973 37,155 factures thereof ... 8,007,056 22,592,084 
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GIBB, LIVINGSTON & COMPANY, LIMITED, 


Established 1836. 
P. & O, Building, Hong Kong. Tel, Add: ‘‘GIBB’’ 


NATIONALE HANDELSBANK N.V. 


Incorporated in the Netherlands. 
Established 1863. 


The liability of shareholders of the Company is limited 


IMPORTS Capital issued & fully paid up ... .. Nfhk 33,000,000.- 
TEXTILES & YARNS OF ALL CLASSES, RAW Reserve Funds , 33,200,000.- 
COTTON, RUBBER, COAL, TIMBER. CHEMICALS 
“AND DYES, LINSEED OILS, LITHOGRAPHIC 
VARNISHES, FOODSTUFFS AND PRODUCE, Branches :— 
METALS, SUNDRIES. Netherlands: — Sumatra:— India:— 
EXPORTS The Hague Djambi Bombay 
Medan Caleutt 
CHINA PRODUCE, COTTON PIECEGOODS, MADE Rotterdam stip at aleutta 


UP GARMENTS, RUBBER FOOTWEAR, EGG 


Telok Betong Hongkong. 
PRODUCTS, HOG CASINGS, ESSENTIAL OILS, : 


GINGER, MANUFACTURED GOODS, TEA. Java:— | Borneo:— Japan:— 
SHIPPING: Djakarta Bandjermasin Tokio 
| | Djakarta Gambir  Pontianak Kobe 
BURNS, PHILP LINE : 
Bandung 
INSURANCE: Singapore. 
PHOENIX ASSURANCE COMPANY, LIMITED. Probelliigac Makassar 
NORTHERN ASSURANCE COMPANY, LIMITED. 
NORTH CHINA INSURANCE COMPANY, LIMITED. — and:-— 
Soerabaia,, Ampenan Bangkok 


WINES & SPIRITS: 
TENNENT’S BEER 


SCOTTISH CREAM WHISKY 
BERTRAM’S WINES. 


SUNDRIES: 
BITULAC PAINTS. 


Representatives in London and New York. 
Correspondents throughout the world. 


Banking business of every kind transacted. 


T. van Gulik, 


Manager. 


RIAN GVWAN CO. (CHINA), LED. 


HONG KONG & SHANGHAI BANK BUILDING 


HONG KONG. 
Cable-address: JAVASUGAR or KIANGWAN Telephones: 21817, 27466, 27477 


IMPORTERS, EXPORTERS, MANUF ACTURERS’ REPRESENTATIVES: — 


IMPORT EXPORTS BRANCHES 
eg Hongkong Industrial Products: Shanghai, Tientsin, Canton 
our 
Rubber Enamelware ASSOCIATED COMPANIES: 
ee Cotton Yarn Cotton knitted goods : Burma 
unnies | Indonesia 
Sandalwood sewing threads Japan 
Industrial Chemicals Matches Malaya 
Dyestuffs 
Rubber & Leather Footwear Thailand 
Metals & Hardware Vacuum Flasks ma oe 
Window & Thickglass T nited Kingdom 
Textiles ~The Netherlands 
Paper ” . United States of America 
er Sundries China Produce Australia 
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L. RONDON & CO., (HK) LTD. Alinag thei 


French Bank Building Ancient Water a, 
which is the 


Empires life blood 


Cables: Rondon Hongkong 


IMPORTERS EXPORTERS 
MANUFACTURERS’ AGENTS 


Associated Companies: 


J. MEZIERE & Cie, Paris 
IMPORT-EXPORT INDUSTRIES INC. New York 


Cie GENERALE DE COMMERCE, Fr. Indo-China 


(Saigon, Pnompen, Tourane, Haiphong) 
LINDIA 


IMPORTS EXPORTS 


Wines and Spirits Oils 
Fruit and Foodstuffs Metals and Skins 


River and Dock 
Cruises operated by 
the Port of London 
Authority during the 


summer months. 


Perfumery Hides and Skins 


Steel & Building Materials Bristles 
Official commentator 
on board. Light re- 
freshments available. 


Textiles and all other 


( Import Dept. . 36031-3 : For full particulars apply 


Export Dept. . . 34035 Chief Information Officer (Dock Cruises), 
Port of London Authority, 
London, E.C.3. 2000). 


Telephone: 


‘ 
FLOREAT -IMPERII- PORTVS 


W. R. LOXLEY & Co.. (CHINA) Ltp. 


HONGKONG 


“MERCHANTS 
IMPORTERS, EXPORTERS, MANUFACTURERS’ REPRESENTATIVES. 


AGENTS 
SHIPPING INSURANCE 


Cables 
Loxley-Hongkong 


"Com 


7K 
K 
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INSURANCE 
COMPANY 
LimMiTer 
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DODWELL CO., LTD. 


Founded 1858 


BARBER LINE 


FROM U.S. ATLANTIC & PACIFIC COAST PORTS 


m.v. ‘TUDOR Due Hongkong 3rd Sept. 


BARBER WILHELMSEN LINE 


TO PACIFIC & ATLANTIC COAST PORTS 
via JAPAN | 
m.v. ‘‘BONNEVILLE’’§ ._... Loading Hongkong 4th Sept. 
mv. TRAFALGAR”? 19th Sept. 
av, ** TUDOR"? 3rd Oct. 
Accepting cargo on through Bills of Lading for tranship- 


ment cargo to South American and West African Ports. 


AUSTRALIA WEST PACIFIC LINE 


TO BRISBANE, SYDNEY, MELBOURNE via RABAUL 
‘fCITOS’’ Loading Hongkong end Sept./beg Oct. 
Accepting cargo for transhipment to Fiji iS 
FROM MELBOURNE, SYDNEY 


& BRISBANE 
m.v. ‘‘CITOS”’ Arriving Hongkong 2nd Sept. 


STATES STEAMSHIP COMPANY 


PACIFIC SERVICE 
FOR VANCOUVER DIRECT THENCE 
SEATTLE & PORTLAND 


LLOYD TRIESTINO 


FOR SINGAPORE. COLOMBO, BOMBAY, KARACHI, 
ADEN, SUEZ. PORT SAID, VENICE, TRIESTE, 
LEGHORN & GENOA 


CANADA-ASIATIC LINES LTD. 


All the above subject to alteration without notice. 


BOOKING AGENTS FOR: | 
CUNARD STEAMSHIP CO., LTD. 
B.0.A.C.— 
OANADIAN PACIFIC — QANTAS — 
P.A.L. 
3rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
DBS VOEUX RD. TELEPHONE 28021/6 
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JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 
HONG KONG. 


own? 


HONG KONG, CHINA, 
JAPAN & KOREA , 


Importers and Exporters, - 

Tea and General Merchants, . 

Insurance, Shipping and © 
Air Transport, 


GENERAL MANAGERS: 


The Indo-China Steam N avigation Co., Ltd. 
The Australia China Line Ltd. a, 
The Hong Kong Fire Insurance Co., Ltd. 
Hong Kong Airways Limited. : 
Jardine Aircraft Maintenance Co., Ltd. 

Hwo Breweries Limited. 
_Ewo Cotton Mills Limited. -.. 


GENERAL AGENTS: 


The Canton Insurance Office Limited 
British Overseas Airways Corporation. 
Shanghai & Hongkew Wharf Co., Ltd. 


AGENTS: 


The Glen Line Limited. 

The Royal Mail Lines Limited. 

The Prince Line Limited. | 
The Western Canada Steamships Limited. 
The Pacific Transport Lines, Inc. 

Furness Withy & Co., Ltd. 

The Union Castle Mail Steamship Co,, Ltd. 
Alliance Assurance Co., Ltd, 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Guardian Assurance Co., Lid. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Lombard Assurance Co., Ltd. 

Economic Insurance Co.. Ltd, 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 


| 

| 

| | 

— > 
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MAERSK LINE 


Managed by | 
A.P. MOLLER, COPENHAGEN. 


MOLLER STEAMSHIP CO., NEW YORK 
General Agents U.S.A. 


Fast Fortnightly Service to: 


| YORK, BOSTON, 
BALTIMORE & PHILADELPHIA 
via 
SAN FRANCISCO, LOS ANGELES & PANAMA 


Accepting transhipment cargo for Central and South American 
Ports, also for Caribbean and Gulf Ports. 


NEXT SAILINGS: 
m/s ‘‘LAURA MAERSK”? Aug. 30 


m/s ‘‘HULDA MAERSK’’ _ Sept. 14 


Also accepting cargo for Keelung and Japan. 
Special Strongroom Compartments. 
Refrigerated Cargo Space. 


ARRIVALS FROM U.S.A. 


m/s ‘‘TREIN MAERSK’’ Aug. 30 
m/s Sept. 14 
m/s ‘‘NICOLINE MAERSK’’ Sept. 29 


For Freight and Further Particulars 
Please apply to :— 


JEBSEN & CO. 


FAR EASTERN ECONOMIC REVIEW 


Room 220, Prince’s Bidg., 
Hong Kong. Ina 


Sole Agents. CARR 


Sole Agents: 


GORDON, WOODROFFE 
& CO. (FAR EAST) LTD. 


Edinburgh House, Hong Kong. 
BRANCH OFFICES 
TOKYO and OSAKA 


General Managers for: 


Pekin Syndicate Ltd., Hongkong. 
Associaled Companies: 


Gordon, Woodroffe & Co. Ltd., London. 
(Established 1868) 

Gordon, Woodroffe & Co. (Madras) Ltd. 

Gordon, Woodroffe Morocco, S.A.R.L. Casablanca 

Gordon, Woodroffe Corporation, New York. 


Biddle Sawyer & Co., Ltd., London. 
Gale, Baiss & Co., Ltd., London. 


Gordon Woodroffe Leather Manufacturing Co. 
Madras. 


Sissons Paints 
Hugh Wood & Co., 
Richemont Brandy. 


Goodyear Tyre & Rubber Co. (Rubber belting, | 
Shoe heels, etc.) 


PRODUCE & GENERAL MERCHANTS 


GRANT 


Telephone 23248 


No.8 | 
| 
7/9) | 
| | 
| | 
— | 
| 
| 
| 
| 
Agents. 
Pedder Buildiny:. Tels. 26661/3 fal) 
19) \ 
ff WA OAME \ Ty: 
AN © \ \ Ll 


